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DEFENSE PERSONNEL TRANSPORTATION POLICY 


WEDNESDAY, JUNE 29, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MERCHANT MARINE 
OF THE COMMITTEE ON MercHantr MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to call, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman of 
the committee) presiding. 

Present: Representatives Bonner (chairman), Miller, Ashley, Ze- 
lenko, Downing, Casey, Tollefson, Van Pelt, Mailliard, and Pelly. 

Present also: Representatives Rivers and Shelley. 

Staff members present: John M. Drewry, chief counsel; Robert H. 
Cowen, counsel, and William B. Winfield, chief clerk. 

The CuarrMAn. The committee will come to order. 

Within recent weeks it has come to the attention of the committee 
that drastic action has been and is being taken by the Department 
of Defense in connection with military and dependent travel. Despite 
an announcement last fall that the Department of the Army was 
planning to transport increasing numbers of their personnel by air 
instead of by sea, the general policy seemed to continue to recognize 
the importance of maintaining a degree of balance between sealift 
and airlift, and between commercial and military carriers. 

As recently as February 9, this year, the Assistant Secretary of 
Defense for Supply and Logistics, Mr. Perkins McGuire, wrote the 
Maritime Administrator, Mr. Clarence Morse, that— 

To the maximum degree possible, consonant with military operational readi- 
ness, it is to be preferred that defense requirements for transport capability be 
satisfied by ships that are privately owned. Such ships can be employed in 
peacetime in profitable commercial trade and be at all times immediately avail- 
able for defense. 

Now, however, we have received reports that under current policy 
action is being taken which will virtually remove all support of com- 
mercial sealift capability in the transportation of military personnel 
and their dependents, with corresponding increase of airlift through 
the maximum use of the Military Air Transportation Service and 
through maximum use of the MSTS transports. 

The purpose of this hearing today is to develop the facts on this 
situation through testimony from officials of the Department of De- 
fense and the Department of Commerce, so the committee may receive 
an understanding of these recent policy developments for guidance 
in the future study of the needs of the merchant marine. 

Now, during the hearings on the defense appropriations in the 
House, representatives, the chairman and others, of this committee 
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appeared before the subcommittee considering this defense bill and 
we had a letter thanking us for coming there and calling this situation 
to their attention. 

(The chairman’s statement referred to above appears at the cloge 
of these hearings.) 

The; Carrman. ‘Then this morning theChair was in receipt of a 
letter from Senator Magnuson, Chairman of the Interstate and For. 
eign Commerce Committee of the Senate, which I think should be 
read to the membership of the committee. 


I understand that your committee will hold a hearing Wednesday, June 29, 
on the very important matter of allocation of Defense generated passengers to 
commercial ocean carriers. All of us who realize that our merchant marine 
will be called upon to play a vital role in a national emergency consider this 
action both timely and necessary. 

It is my personal view that there is a sharp inconsistency between Defense 
Department statements about the critical need for commercial passenger avail. 
ability on one hand, while at the same time there is a refusal to support these 
services in peacetime. Too soon forgotten are the lessons of World War If 
when this country had to spend $17 billion for a hastily constructed fleet; and 
had to spend $100 million to rent the Qweens for troopships. Money spent 
earlier and more wisely could have averted the inefficiency and waste of a crash 
program. 

I hope that my committee can join with yours in the coming session of Con- 
gress to work out a program assuring the privately owned merchant marine of 
adequate passenger carriage in order that any future emergencies will find 
America ready. 

Personal regards. 

Sincerely yours, 
WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, U.S. Senate. 

The first witness this morning is Mr. W. Lyle Bull, executive vice 
president, American Export Lines. I understand Mr. Bull will speak 
generally for the passenger carrying lines and ships. 

Is that correct, Mr. Bull? 


STATEMENT OF W. LYLE BULL, EXECUTIVE VICE PRESIDENT, AC- 
COMPANIED BY W. H. McCONNELL, VICE PRESIDENT, PASSENGER 
TRAFFIC, AMERICAN EXPORT LINES, AND K. F. GAUTIER, VICE 
PRESIDENT, PASSENGER TRAFFIC, UNITED STATES LINES 


Mr. Buu. That is right, Mr. Chairman. 

The Cuatrman. I think, to expedite the procedure of this hearing, 
that if we heard Mr. Bull and deferred questions until after we have 
heard the other witnesses, then we could call Mr. Bull back. 

Allright, Mr. Bull. 

Mr. Butz. Mr. Chairman and gentlemen, my name is W. Lyle Bull, 
executive vice president of the American Export Lines. In appear: 
ing before your committee today, however, I am speaking not alone 
on behalf of my own company, but as well for the American Presi- 
dent Lines, Matson Navigation Co., and United States Lines. All of 
the companies mentioned operate American-flag passenger ships and 
have a vital interest. in the transportation of military personnel and 
their dependents to and from oversea areas. 

Because of this interest and in view of our concern about _ recent 
actions taken by the military services with respect. to this movement, 
we are particularly grateful to you, Mr. Chairman, and to the mem- 











ET Mt he) bE: OM 


re 
CO tee ily 1 oy 


Ty 


arenas 


es 
"ie apt ng CM Oe ay 





and 
10n 








DEFENSE PERSONNEL TRANSPORTATION POLICY 3 


bers of your committee, for the opportunity, to acquaint you with 
the serious implications of these actions upon the American-flag 
passenger-carrying lines. 

For an understanding of the volume of traffic about which we ate 
speaking, we present here a chart showing the total oversea move- 
ment of military sponsored passengers lifted through the instru- 
mentality of the Military Sea Transportation Service and the Mili- 
tary Air Transportation Service during the fiscal years 1959 and 1960. 
We ask the chairman’s permission to have this chart made part of 
the record. 

The CuarrMan. Without objection, so ordered. 

(The chart follows:) 
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Mr. But, ‘The “pie” on the left is for fiscal year 1959 while tha 
on the right is for fiscal year 1960. The black sections show the lift. 
ings of the Government-owned transports of the MSTS nucleus flee 
indicating 33.8 percent, of the total in 1959 and 26.9 percent in 1960, 
The grey sections represent: the liftings by the Government-owned 
MATS organic fleet, indicating 38.7 percent of the total in 1959 and 
39.9 percent in 1960, The hatched grey sections show liftings by 
commercial air carriers indicating 24.9 percent in 1959 and 31.4 percent 
in 1960. The slender black-hatched sections are the liftings by the 
commercial steamship lines, representing 2.6 percent of the total jp 
1959 and only 1.8 percent in 1960. In summary, it is shown that 
while the total movement increased by 20,734 passengers in 1960, the 
ocean portion decreased by 99,673, while air liftings increased by 
120,407. Of the ocean decrease, the commercial lines suffered a logs 
of 9,991 passengers. At the same time, commercial airlift increased 
by 96,533. It will also be noted that of the total military move. 
ment in both years, Government owned and operated ships and air- 
craft lifted in excess of 67 percent. 

Notwithstanding the relatively small percentage (2.6 percent) of 
the total lift handled by the commercial ocean carriers in 1959, this 
nevertheless represented a vital 10 percent of the gross passenger 
revenues of the steamship companies appearing here. ‘The decreases 
noted for fiscal year 1960 are substantial and, according to informa- 
tion reaching us yesterday, present planning of the military services 
will result in the practical elimination of commercial ocean carriers as 
a medium of oversea transportation for military personnel and de- 
pendents commencing September next, and except for the MSTS 
nucleus fleet, air service will be employed exclusively. The explana- 
tion advanced for this drastic action is that funds for transportation 
have been sharply reduced in the fiscal 1961 appropriations. The serv- 
ices feel, therefore, that after discharging their obligation to provide 
sufficient passengers to support the operation of the MSTS nucleus 
fleet transports, they are compelled to seek the most economical means 
of moving the balance of their people. 

There is sharp conflict between the policy and actions of the Defense 
Department in regard to the utilization of commercial ocean passenger 
ships. On the one hand, there are in the records of this committee 
very strong statements by the highest ranking officials of the Depart- 
ment of Defense as to the necessity for supporting private American 
merchant ship operations, particularly passenger ships which, in emer- 
gency, will be converted to troop transports. These Defense Depart- 
ment officials have repeatedly testified that this private facility must 
be adequately maintained in peacetime if it is to serve in time of 
emergency. 

In spite of this, the Department’s recent actions have been to elimi- 
nate entirely its minuscule support of private American ships in the 
oversea movement of troops and dependents. It is sought to justify 
this action on the basis of cost savings of air in contrast with sea 
movements. This is regarded as economy and up to this point, no 
grave inconsistency exists. 

However, if economy or cost savings is the primary consideration, 
and if airlift is indeed cheaper, can the Defense Department justify 
the continuation in operation of the 16 Military Sea Transportation 
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Service passenger-type ships? If airlift is cheaper than sealift, 
and if cheapness is the overwhelming consideration, troops and de- 
ndents should be moved entirely by air. If the operation of the 
STS passenger ships is defended on the basis of their need as a 
mobilization nucleus, this same defense is justifiable for commercial 
ae ships in active operation as in fact has been asserted by 
the military. 

In other words, either cost is an overwhelming consideration or 
preparedness for mobilization is an overriding consideration and 
cost should. not. be used as an excuse for denying a fair share of the 
military oversea movement to the commercial passenger lines while 
preparedness for mobilization is used as justification for maintaining 
Government sea. passenger transportation. 

We in the shipping industry recognize fully the need to maintain 
an adequate commercial airlift capability both for the purposes of 
fostering our foreign commerce and as a military) auxiliary in times 
of national emergency. We believe, however, that such a capability 
can be assured only through the Government’s support of the estab- 
lished. scheduled lines. In our view, the monetary. benefits temporarily 
gained by the military services from the use of aircraft operated on 
nonscheduled flights contributes nothing toward the upbuilding of 
areliable and dependable airlift capability. 

In the same vein, we would emphasize that the merchant marine 
envisioned by the Congress when it adopted the Merchant, Marine 
Act of 1936 cannot be maintained successfully unless it is given the 
full support of all agencies of the Government. In fact, this is 
mandated in the act itself in section 212. 

There is no branch of our Government more dependent’ upon the 
merchant. marine in times of national emergency than is the Depart- 
ment of Defense. This was most aptly pointed up in the following 
extract from the report of the Committee on Appropriations accom- 
panying the Department of Defense appropriation. bill 1961: 

The maintenance of a strong merchant marine is an established national 
policy, and, in fact, major movements of military troops and hardware cannot 
be accomplished now or in the foreseeable future without basie reliance on 
sealift capacity. The committee urges that the Secretary of Defense give 
serious consideration to the problem and that he assure that U.S.-flag carriers 
are utilized to the fullest practicable extent. 

The date of that report was April 29, 1960. Today, just exactly 
2 months later, and, in defiance of the expressed will of this im- 
portant committee of the Congress, we regret having to advise you 
of the reported decision of the Department of Defense to altogether 
discontinue the use of American-flag ocean carriers for the trans- 
Breen of military personnel and dependents commencing next 

ptember—another 2 months from now. 

This will be a most serious blow to all of the lines for whom I 
am speaking with the very real possibility that, in the case of some, 
it could mean their inability to provide for the replacement of the 
ships that the Department of Defense relies. upon for trooplift in 
time of war. 

With one exception, all of the lines represented here are under 
contractual obligations to the Government to replace their ships at 
the end of their statutory life. This will entail an eventual outla 
of hundreds of millions of dollars, The operators of the aircra 
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that are to carry, the portion of the military movement that once was 
ours are under no such obligation and the Government has no asgyp. 
ance whatever that when really needed, the planes will be available 
to. meet, possible emergencies. 

In relation, to the Department of Defense’s total appropriation for 
transportation of persons, the participation we seek is extremely 
modest,. amounting to less than 2 percent. In all. sincerity, we 
earnestly believe our plea should be heeded. 

I thank you very much, Mr. Chairman. 

The CHarMan. Our next witness is the Honorable Perkins Me. 
Guire, Assistant Secretary of Defense. 


STATEMENT OF HON. PERKINS McGUIRE, ASSISTANT SECRETARY 
OF DEFENSE (SUPPLY AND LOGISTICS) ; ACCOMPANIED BY VIcE 
ADM. ROY A. GANO, U.S. NAVY, COMMANDER, MILITARY SEA 
TRANSPORTATION SERVICE; MAJ. GEN. F. S. BESSON, JR., US, 
ARMY, CHIEF OF TRANSPORTATION, HEADQUARTERS, U.S. ATR 
FORCE; COL. EDWARD A. GUILBERT, U.S. AIR FORCE, DEPUTY AIR 
TRANSPORTATION, HEADQUARTERS, U.S. AIR FORCE; CAPT. PD, 
MAYBERRY, U.S. NAVY, DEPUTY ASSISTANT CHIEF FOR PER- 
SONNEL CONTROL, BUREAU OF NAVAL PERSONNEL, NAVY 
DEPARTMENT 


Mr. MoGurme. Mr. Chairman and members of the committee, by 
telegram dated June 24, you requested that the Office of the Secre- 
tary of Defense be represented before this committee to discuss the 
Department of Defense policy regarding the transportation of per- 
sonnel and dependents to and from oversea stations. 

The primary objective of the Department of Defense in the field 


~~ Cll 


of transportation is to insure that an adequate capability exists to | 
fulfill our peacetime and emergency requirements. Let me assure | 


you that the Office of the Secretary of Defense and the military 
services continue to have an active interest in the existence of a strong 
American-flag passenger fleet. Our current emergency plans require 
the use of both sealift and airlift of personnel and materiel. 

To satisfy our emergency sealift requirements, we must use both 
Military Sea Transportation Service nucleus fleet ships and com- 
mercial cargo and passenger ships. The availability of commercially 
operated passenger ships influences the extent of peacetime operation 
of Government-owned transports by the Military Sea Transportation 
Service. In this connection, it is worth noting that the number of 
active MSTS transports have been recently reduced from 28 to 16. 

The Office of the Secretary of Defense does not direct the use of any 
particular mode of commercial transportation. Our policy is to per- 
mit the military departments to use whatever commercial transporta- 
tion best suits their individual requirements. 

The Department of Defense has in the past given significant pas- 


eee ee 


senger traffic to American commercial passenger lines in the North | 
Atlantic, Mediterranean, and Hawaiian routes. Support has also | 


been given to the commercial passenger lines in the transpacific trade | 


to.a lesser degree, 
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I would, like to discuss a factor which has caused a major reduction 
in the number of De artment of Defense cabin class passengers travel- 
ing by sea. That factor is the matter of cost which is of great im- 

rtance. . For example, the commercial ocean passenger cost between 
the United States and Hawaii averages about $300 per person, while 
contract air cost over the same route is about $65 per person. 

Similar wide disparities in costs exist over other heavily traveled 
routes. These cost differences become significant when you consider 
there are about 25,000 individuals being transported in fiscal year 1960 
by commercial ships, This is the reason why it has become necessary 
for the services to plan, in the interest of efficiency and economy, the 
elimination of the use of this high cost. space after September 1, 1960. 

At this point, Mr. Chairman, I would like to add to the written 
statement which I have furnished you, a few comments on the back- 

round leading to the situation in which we find ourselves today. 

Prior to about 1950, the military services made very little use of com- 
mercial surface transportation. Our military commitments, except in 
time of war, were largely in our outlying possessions in the Caribbean, 
Hawaii, and the Philippines. Military personnel moving to these 
areas traveled almost exclusively in military transports. Beginning 
in 1950, the major buildup of our forces overseas found the military 
services with inadequate cabin class accommodations. There were, of 
course, many World War II troopers capable of moving our troop 
class personnel, but not enough of these ships had been converted to 
carry the expanding load of cabin class passengers demanded by the 
buildup of our forces overseas. 

As a result, in 1950 the military began to procure in ever-increasin 
amounts commercial surface transportation. In considering the mil- 
itary utilization of commercial surface transportation at that time, 
there are two factors to bear in mind. First surface and air rates were 
roughly comparable; secondly, there was not available airlift sufficient 
tomeet the military requirement. 

During the past 10 years these conditions have changed. There has 
been an ever-expanding availability of air transportation to oversea 
areas. Secondly, particularly within the last few years, there has been 
a widening gap between the cost to the military for air and surface 
transportation to oversea areas. As a result of this widening cost 
gap in favor of air transportation, the services have moved toward a 
reduction in the utilization of commercial surface transportation. The 
expected reductions in travel funds available to the services in 1961 has 
accelerated this trend. 

To recapitulate then, prior to 1950 American-flag passenger ship- 
ping obtained very little passenger traffic from the military services. 
At the present time the military services are, in accordance with their 
long-established practice, availing themselves of that transportation 
which will satisfy the military requirements at the lowest cost to the 
Government. If the anticipated reduction in military use of Ameri- 
tan-flag passenger shipping will have a disastrous effect upon that 
shipping, it is, of course, obvious that this is a matter of concern to 
the Department of Defense, to the Maritime Administration, and to 

mn i 

The Department of Defense is entirely sympathetic with the prob- 
lems of U.S.-flag passenger shipping, but our major responsibility 
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is' to operate the military establishment as efficiently and economically 
as possible. The Department of Defense will, of course, within jt 
area of responsibilities, cooperate with the Maritime Administration 
im every particular to insure a strong American-flag service. To this 
end, we are now engaged with the Maritime Administration in ap 
effort to jointly evaluate the problem. 

As you have requested, I have discussed curtailed use of commer. 
cial passenger ships. I must say, however, that this reduction is not 
the only step which the military services find necessary to live within 
their reduced transportation appropriations. The departments are 
in the process of promulgating their travel policy changes which wil] 
help to bring transportation costs down to the anticipated level of 
appTppE wee funds. 

have with me, Mr. Chairman, for later when we have questions, 
a member from the Army and also from the Military Sea Transport 
Service to enable the committee to ask any questions that they care 
to ask and have them answered fully. 

The Cuarrman. Mr. Tollefson ? 

Mr. Torierson. Mr. Chairman, there does seem to be a. conflict 
between the policy and the actions of the Defense Department. By 
that I mean that over the years, since I have been a member of this 
committee, the military has appeared before the committee and has 
said that the American specchaen marine is the fourth arm of de- 
fense and that it is essential that we have a merchant marine in being 
as against the day when an emergency might come along. 

In our presentations to the House of Representatives we have 
always, whenever there has been a contest, gone to the floor and said, 
“We need an American merchant marine in the interest of national 
defense.” ‘That is the basis upon which we have secured construction 
subsidy and operating subsidy appropriations. 

For years we used to have a battle with the State Department and 
the Agricuuture Committee over this 50-50 legislation and our argu- 
ments all the time were “in the interest of national defense” and we 
would quote the Defense Department people who had come before us, 
Without that, our merchant marine program would be out. the 
window. 

Now, if the Defense Department is going to say one thing and do 
another, then the force of our arguments is just going to be lost. 
This could be the beginning of the end for the American merchant 
marine if our opponents, and there are always some in the Congress, 
can say, “Well, the Defense Department says this but that is not what 
it réally believes, because, look, here.is what it does.” 

I would like to ask a few questions here, if I may, Mr. Chairman, 
after that preliminary statement. 

I notice on the chart, which was supplied, that the MATS con- 
mercial airlift runs in 1 year 348,000 for 1959 and in the 1960 esti- 
mate it is 444,000 personnel movements. 

When you say MATS commercial, when we use that. term, I assume 
that these are movements of military personnel on commercial planes. 

Mr. McGuire. I think, Mr. Congressman, you are asking me to 
explain somebody else’s chart. I have never seen this chart before 
it, was. presented here and, candidly, I did not see it very well in the 
presentation. 
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I think Mr. Bull can answer that. He compiled the figures. 

Mr. Totterson. I will put the question in another way. 

Mr. McGuire. All right. 

Mr. Totterson. How many of your military personnel move, by 
commercial planes? 

Mr. McGuire. Do you have that figure? 

Colonel GuitBert. Sir, I am Colonel Guilbert, Air Force, the 
Deputy Director of Transportation. 

he CHarrMan. Come right up, Colonel. 

Colonel Guitpert. I can provide a figure for fiscal 1959 in which 
MATS moved 889,000 passengers. 

Mr. Touirrson. 889,000 passengers ¢ 

Colonel GutiBert. Yes, sir. 

Mr. Totterson. How many of those were commercial ? 

Colonel Gurtpert. They moved approximately 348,000 on the MATS 
contract commercial aircraft, which would leave about 541,000 on 
nilitary. 

Mr. Totterson. Those are military personnel only ? 

Colonel Gumzert. That is the total MATS passenger lift and it 
comprises the military personnel, the dependents and the Department 
of Defense civilian personnel traveling on Government. business. 

Mr. Touuerson. Is this within the continental United States and 
outside ? 

Colonel Guirpert. No, sir. MATS does not operate within the 
continental United States. They are all overseas. 

Mr. Totterson. How about the movement of military personnel 
within the continental United States? 

Colonel Guitzert. Within the continental United States, normally, 
that movement is done by the most. appropriate mode of transpor- 
tation and the decision is left to the transportation officer of the serv- 
ice as to how he wants the people to move. 

Mr. Totterson. Within your knowledge, how do they move? Do 
they have contracts with the airlines ? 

Colonel GuitperT. Normally, within the United States, if there are 
group movements then the Military Traffic Management Agency of the 
Army arranges for a contractual move if it is the most economical and 
it is what is necessary to meet the mission. This is for group 
movements. 

For individual moves, the choice of the mode is normally left up 
to either the transportation officer or the individual moving on per- 
manent change of station. He has his choice of driving his car in 
the United States or he may use rail or he may use air. 

Does this answer your question, sir ? 

Mr. Touierson. Yes; but not the next one. 

Roughly, how many military personnel move by air within the con- 
tinental United States in the course of a year? 

Colonel Gumpert. I do not believe I can provide you the answer 
tothat but we can get it for you, sir. 

Mr. McGuire. Your question is related to the continental United 
States as to what is our total lift of military personnel and by that I 
would assume you would include our civilian personnel. 

Mr. Totierson. I want, if I can, to get the figure for the military 
personnel moved by air in the United States and the dependents 
moved by air. 
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Mr. McGuire. That is right. 

We will supply that for you. 

Mr. Touterson. The last figure I heard was about a year ago. ‘My 
memory is not'so good but it seemed to me that it was in the neigh- 
borhood of a million. 

Would that, sound reasonable ? 

Colonel GuitBert. Yes, sir; that would sound reasonable. 

Mr. Totterson. I have one other question. 

What percentage of those people move first class and how many 
people move tourist ? : 

Colonel Guitpert. No, sir; I am sure that that information is not 
available to us. We will do our best to ferret it out. It may mean 
going through the records to try to get an analysis of the transpor- 
tation requests, TR’s, which these people move on to determine which 
class was used. 

(The following was inserted.) 

ASSISTANT SECRETARY OF DEFENSE, 
Washington, D.C., July 6, 1960. 
Hon. HERBERT C. BONNER, 


Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives. 


Deak Mr. CHAIRMAN: At the hearing of your committee on June 29, 1960, the 
Department of Defense was requested to provide data as to the relationship 
between first class and less than first class transportation of Department of 
Defense personnel. These data are set forth in enclosure No. 1. 

We were also asked to provide information relative to the numbers of per- 
sonnel moving via scheduled certificated route air carriers, supplemental and 
other carriers (pt. 45). We do not have a ready breakdown of this informa- 
tion in the precise form your committee requested. 

In the absence of the specific data your committee requested, we are providing 
data as to the principal air carriers involved in Department of Defense traffic 
on a worldwide basis and the dollar volume of traffic handled by each, enclosure 
No. 2. This includes contract service as well as individual traffic movements. 
We are also providing a listing of dollar volume of airlift procured from com- 
mercial carriers, by carrier and military department (fiscal years 1955-59), 
enclosure No. 3, and we would like to point out that all of the air traffic shown 
as “first class” moves on certificated route carriers. The ‘‘coach” category can 
and does include all classes of carriers, as does the “contract” category. 

It is hoped that the enclosed data will adequately serve to identify Depart- 
ment of Defense use of the various categories of carriers, and may be an accept- 
able substitution for the data requested. If this is not the case however, we 
will be happy to expend the additional effort necessary to develop the informa- 
tion in the form your committee requested. 

Sincerely yours, 
PHILIP LEBOUTILLIER, Jr., 
Deputy Assistant Secretary of Defense (Supply and Logistics). 
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ENCLOSURE No. 1 
Domestic passenger trafic 


—_—_—_——— ee ,)s} MV ow 
Cumulative (passengers) 


Fiscal year | Fiscal"year 














1958 1959 

SE ERENO, COORB cg snc nn cnditbinntinns ingens ncmannann eae 4, 134.2 4, 342.1 

Mi PRMNOWOL «odo dnncacabnnodescntsedd Lobia nadine ddisscashpneabhnnedions 1, 17.4 986. 4 
1, Regular rates. ......--.-------------------------------+----------------4--- 987.8 Ret | ae 

ip) ist clngs anid pulltman. o.oo... ooo once cnccecencnsoescengscenn 633. 6 537.2 

(0) Coach... -....25....-...-----.----- wand ones eens tewnnnn- en -- 53554 2942 279. 2 
eter, SFU ua RN oi aa 189.6. 170.0 

em oa er aa ae 151-9 TA 

NN, oh din on nanentnes esadanetinnassnuaseusaedansatindl (1) (1) 

i ee Los than age setae sasenbh re nbaces'a<puileengeneteneein wer a eS 4,430.2 
t, ist OSS . --..--------.---- 2 ---- 2 2 52-5 5 2 + oo eo - 9-5 --- oe apd pata puset Fe, 850. 3 1, 057.4 
ee re era i944 230. 2 

ITE TE eI i. aie no ggiocakd xiidnan Sep dipapisnaeenbnna genial ro) (4) 

Se CURIONI Ss on nid on Saee= UPaednpuctanponcsbbunevesmcbwgae (4) (4) 

TENE ee eee cack, cc ioe eee ~ 4,840.5) +21, 925.5 
ON ii SAS: Rt a a ae | 705.2 794.5 
ais en ee ee 

‘ aon es inane Rieke ese awest em pire d waitiomrabau Gaterge ch aimpleemer> oeanipe eae ti (!) 











! Not available. 
Source: Statistical data from report of Military Traffic Management Agency. 


ENCLOSURE No. 2 
Principal commercial air carriers involved in DOD airlift trafic, fiscal year 1959 
versus fiscal year 1958 
{In descending order of dollar magnitude] 


| | 
Airline Fiscal year Fiscal year 








1959 1958 
Trans World Airlines__.....-- pe eae eee ae ee ee | $12, 471, 368 
Fiying Tiger. Lines. _.-...-....-_-.-..- ele nebo guiae oxghapecatianl | 22,048, 173 
United Airlines__ ‘ re oe - is. | 11, 523, 380 
Pan American World Airws Lys___- \ et Se his 10, 747, 460 
American Airlines i . ‘ ; ; : fone 11, 078, 595 
Capitol Airways __--- ; bi idle can ¢ 7, 329, 123 
Resort. Airlines._............_- : Fate me --------| 7,009, 665 6, 476, 411 
US. Overseas Airlines__- : bated 7 4 Sal 6, 671, 052 2, 843, 352 
Slick Airways______- <o cinae ete : ey _.--2s-} 6,652,017 | 9, 029, 403 
Eastern Airlines_........-.---- ws agidn ude: eae) 5, 916, 810 
Delta Airlines . r ‘ ob ate: Ades 5, 794, 189 | 3, 870, 056 
Seaboard & Western Airlines - loci 5, 768, 919 | 13, 991, 321 
BeAICO Airlines._.....-...-.2.- ha 5 3 | 5, 730, 124 | 6, 206, 471 
Capital Airlines catpee en ; : eee 5, 403, 265 | 5, 420, 134 
Trans Ocean Airlines ___- , bowel ; ‘ 5 5, 275, 775 | 5, 515, 370 
Northwest Airlines. ___-..--..._- Foks ttt STE | 4, 451, 931 2, 659, 404 
Riddle Airlines__.......--.-. ; | 4, 322, 332 | 5, 348, 651 
Continental Airlines___....-.---- PPE TES eS | 8, 702, 399 | 2, 332, 488 
Braniff Airways___..._._.-._-- petra be ses caries uh eabens ..--| 3,576,118 2, 808, 647 
Overseas National Airways__.----- couric gia aly a inn wind ween 3, 442, 736 2,.012, 756 
National Airlines_........-.------- Sebo deedabodnns beh btn leg tahdabed ae | 3, 168, 735 1, $0, 230 
IIIS i iayd oh - seen auth <iedlaes ag epnadanap suns Se 1, 75>, 464 
ume bromenort. .......22....<0.2e<-o--- Ee a waitutai lu dudwattbe decdee -| 2, 269, 570 2, 35* . 289 
RIN eg ook oe oo 8. t Rs sda aid Mead pa wcnas otankeipieeeauaes 2, 119, 631 1, 1£5,886 
ie ne enui cer dhabengr elie cin oper el sciatica | . 1,798,031 2° 442" 197 
any Srasteets Mi Waye.. ola dd. oc Be cad 2 nee oe ce eh et | 15, 913 4, 165, 836 








Source: Statistical Services Center Office of Secretary of Defense, Feb. 4, 1960. 
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Mr. McGuire. My guess is that a large majority of these peopl 
move first class and not tourist. That is purely a guess. mn 

Mr. Touterson, Those figures which I mentioned came from th 
Defense Department about a year ago. I have them in my office, 
thet, you do have those figures, maybe not exactly but rather acgy 
rate 

19 eee eannot find them, I will supply the figures which you gavem 
a year ago. 

Colonel Guizeert. I do not have them with me. I will get 

Mr. Totterson. The point I wanted to make, as far as the reconday 
is concerned, is that the military talks about economy in the movement 
of personnel overseas, but when it comes to movement of personne 
within the continental United States, I think that the figures that 
can supply, which I have asked for, ‘will indicate that you could g 
about $20 million a year by using tourist rather than first class, 

Mr. McGurrg. Mr. Tollefson, not to argue your point but, I think, to 
help out in understanding the problem, there are, as I said i im my 
statement, many other actions we are going to have to take to meet our 
limitations on funds this year. 4 

We asked for $732 million, using round figures. This was about $i 
million less than we had the year before in this area of general trar i | 
portation, i 

As you know, this figure was cut by the House by about $73 mill 
which would have been in comparison to the current year’s expe 
tures a cut of about $83 million, because our original request was $ 
million lower than our current expenditures. 4 ‘| 

The Senate, in their committee report, restored $15 million, in rowndy 
figures, of this House cut of $73 million. 

What the conference has done on this I do not know, but at any 
we have a very substantial amount of dollars to retrench to hand) 
this problem properly and I am quite sure that the point you raisedii 
going to have to be subject to serious consideration among other 
things. oe 

Mr. Totierson. I have called this thing to the attention of thi 
House Appropriations Committee more than a year ago and I know 
they are interested. ‘ 

Mr. McGuire. This point has been raised before and I think it isa 
good point. We have been putting some pressure to use less than f rs 
class where it is possible. In many cases, the first class in air in¢ 
United States is the only way of going from a point to a point, or 
times schedule is the only thing that will do it. 

The so-called tourist class and the cheaper rates are not always t 
best if you want to get a man to a place to do a job the next morningy 
is the point I am trying to make to you. ie 

Mr. Totterson. I appreciate the fact that there are occasions whe 
one must travel first class but the real point I want to make is that 
position of the Defense Department with respect to not using 
mercial sea lift is the dollar saving. Yet, while the Defense Departs 
ment has a concern in this area, they do not seem to have any concer 
with respect to the dollar cost of mov ing military and civilian pe ia 
sonnel by airlift in the continental U nited States and the two just ¢ 
not seem to get together. 

I would like to ask just one or two more questions, Mr. Chairmaliyy 
and then I will be finished. 





















Wien Alaska Airlines 
Williams, Inc. 





Fiscal Year 19 ; 


$ 414,218.73 
378,503.55 
















Fiscal Year 1956 








$ 471,570.03 |$ 4,134.00 }$ 333,470.00 | $ 











































World Airways ° 
World Freight Forwarders sT008 ry rae ’ 
World Travel Service -" - s 
Worldwide Airlines 
Yanz Tours - - 
Zantop Flying Service - = 
Air Express 130,000.00 ~ 130,000.00 a 
Miscellaneous Air Carriers - 13,890.00 49,805.00 
Miscellaneous Freight Forwarders ~ - - , ? 
Air Mail —— i 3,637,165.00 | 7,115,528.00 4, 452,894.00 6 
c d, b 
TOTALS BY MILITARY DEPARTMENT $77,985, 186.52 1$12,593,961.15 $93, 328,010.70 
Less MATS Contracts, FY 1955- 
FY 1957 e/ $5,641, 666.00 - $49 






ADJUSTED TOTALS e/ 





$ 72,343, 520.52]$12,593,962 






-15 [$18,295,141.00 $ 64,427, 307.00 | $ 71, 












$103 ,232, 622.67 


Except for data included for Air Force contract airlift purchased in the Far East and Alaska 
theater commands covering passenger and cargo movements within and between overseas theaters 


Army data represent payments to commercial air carriers by the Army FinanceCenter, Indianapo 
transportation requests and bills of lading for both Army and Air Force. This includes paym 
but excludes Army payments on FY 1958 and FY 1959 contract airlift purchases for MATS and 10 


Navy data represent expenditures for passenger and cargo airlift procured for the Navy, incl 


Air Force data include MATS commercial airlift purchases; contract airlift purchased for LO 
reimbursements to the Post Office for air mail to overseas areas. The dollar amounts paid t 
individual transportation requests and bills of lading are included in the Army data (see n 


Since both the Army and the Air Force data for FY 1955 =- FY 1957 include dollar amounts pert 
Air Force reflects purchases for each year), the Army total for each of these years has been 
the carrier detail for the Army for tnis period has not been adjusted in this manner. 
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‘Fiscal Year 1959 



















00 567,153-39]1$ 5,757.55 | ; 
1,288.99 ~ < :. 3,779.00 
1,376, 372.64 29,901.80 | 1,369,153.00 95,142.00 















1,181.40 


12,633.00 
2,054.00 






1,072.92 
295,000.00 





271,000.00 


6,840, 565.00 
b 
$80 , 637,003.83 





$96,479,172. 
00 +7 71,220 1230. 52 3, 26. 32 18 : ; $96,479, 172.00/$31,215,654.00 
$171, 026, 880, 83 $193, 467,807. 20 : 











$231,594, 553.00 


and. Alaska Commands, the above tabulation does not include commercial airlift procured by overseas 
s theaters. 


Indianapolis, Indiana for air transportation of passengers and cargo procured with individual 
ludes payments by the Army Finance Center on MATS commercial airlift purchases made prior to FY 1958, 
ATS and LOGAIR. The latter are included in the Air Force data (see note 4). 


Navy, including the Marine Corps. 


ed for LOGAIR, the Far East and Alaska Commands, and Ballistic Missile Movement; and Air Force 
mts paid by the Army Finance Center for the movement of Air Force passengers and package freight on 
ta (see note b). 


cunts pertaining to MATS commercial contracts (Army includes payments made during each year, while 
s has been reduced by an amount equivalent to the total MATS contracts for each fiscal year. However, 
er. 


Statistical Services Center 


Office of Secretary of Defense 
16 February 1960 


284,010.00 


560,576.00 
7,511,000. 


00 aciebaaal $103,899,727.00 


$1.03, 899, 727.00 
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Carrier " 
Air Force 





Aero Finance Corp. $ 
ASA International Airlines 

AAXICO Airlines, Inc. 

ABC Freight 

Aer Lingus TTA 

Aeronaves De Mexico SA 

Aerolinas Argentinas 

Aerovias Venezulanas S.A. 

Aerovias, S. A. . 
Air American - - - | 649.00 i 
Airborne Flower 987 .97 - - 2,228 76 |} ¥ 7 
Airborne Freight Corp. ~ - 192.02 |} ° | 2 | 
Air Cargo Express - 64.77 ; 103,783.85 | 10,479.75 : 

Air Cargo Terminal * : 2 . 

Aircoach Transport Associates 11,044.75 - ‘“ a 
Aircoach Transport Association 8, 343.66 - . i 
Air Corp. Express Inc. - . - 2, 373.90 - és 
Air Dispatch Inc. - - - - oe 
Air Express International Corp. - - - 
Air France North Central 13,835.95 33.00 - 2, 387.04 89.00 2 
Airfield Service Co. - - 

Air India - - - - | . be 
Air Jordan Co. - + - - i 
Air Liban ~ - - - a 
Airline Transport Carriers 1.27 - - 168.09 Li | ts 
Air Transit Service 6,009 . 30 - - 13, 444.4 

Air Taxi Service - - - . 
Airways Airfreight Inc. = ~ - - 
Airways LTD ~ - - . | 
Airways Parcel Post + - ~ 

Airways Tank Lines 608 .24 ~ - 1,522. 
Alaska Airlines 642,943.66 449 .00 919,144.00 681, 367. 
Alaska Aeronautical ~ - - 36. 
Alaska Coastal Airlines 24,454.01 168.75 - 22,172. 
Alaska Aeromarihe 

Alaskan Freight Lines - - aa i M 2 
Alaska Sportsman ~ - és ‘ 
Alaska Transport 7,672.19 - . 24 , 803.65 ‘ 
Alcan and Saigon, S. A. - - o > 7 7p 
Alfred Ghezzo, Jr. - . i . i | ‘ 
Alitalia and Aerolinee - - - 6,456.38 | 63.56 - 
Aloha Airlines - - - be 
All American Airways 438,295.40 59, 388.28 ie 462,914.40 110,277.17 - 
Allegheny Airlines 98,592.45} 15,727.45 - 78,915.39 14,165.07 . 
American Air Export 5,285.11 ~ ° 6,664.98 . 5 
American Airlines 7, 305,601.56 f2,692,192.03 . 8,728, 093.64 4,468, 663.49 . 
American Air Transport, Inc. - ~ | 

American Airways - - ° 49,530.35 | ‘Z ‘ 
American Express Co. - “ . 

American Flyers Airline 757,269.68 60, 303.60 ~ 312 , 686.66 72,451.70 - 
American International Airways - 
American Shippers Inc. 16.10 - i ; : ; 
Apache Airlines - - ~ . “ és 
Andrews Flying Service - - « . i» ‘ 
Arctic - Pacific Airlines - - o - ¢ ‘ 
Arctic Air Cargo Inc. - - is « 5 . 
Argonaut Airways Corp. - - n 3, 319.08 = Z 
Arrowhead Aviation 17.32 - ~ ws - ‘ 
Asiatic Trans-Pacific Inc. - - © . ie 3 
Associated Air Transport 241,874.04 20,237.10 - ve - : 
Atlantic Air Freight 600 .00 ° . 100.00 > . 
Atlantic Aviation Corp. - - - - ‘ 
Australian National - 
Avalon Air Transport 328 .00 . - 72. 
Aviation Corp of Seattle 112,070.41 28,428.25 ~ 184,445. 
Baca Airlines 377.08 200.88 . 8 
Bahamas Airways - 84. 30 - - 21.60 - 
Bar Harbor Airways 37.52 - ° a > Ss 
Barton Air Service - ° * 624.00 x ~ 


3,138,204.00 | 
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Bennetts Travel Service mn i s ‘ ai ™ 
Berger Aviation - - . . x sy 
Bethel Charter Service - - - > 

Blatz Airlines 117,749.19 6,835.43 - 6,089.50 1,498.75 - 
Boise Air Park 25.00 - : 7 

Bonanza Airlines 90,811.56 20,799.03 - 281, 307.53 75,894. 
Braniff Airways 1,654,848.68] 154,302.84 - 1, 844,029.51 274,315. 
Braniff International Airways - - - 206.70 - 
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ENCLOSURE No. 3 


Dollar Volume of Department of Defense Airlift 
ured from Commercial Air Carriers, By Carrier and Military Department 
FY 1955 - FY 1959 
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Fiscal Year 1957 Fiscal Year 1958 Fiscal Year 1959 
ae —— <2 c 7 ‘ . > 
force Army Navy Air Force Army Navy Air Force Army | Navy 
e ee i ies 4 
™ $ - 3 - $ 3} $ ~ $ . $ ~ $ a 
- | 436 i8 - - 2,211.00 - - 704.00 . 
204.00 46,875.48 e 4, 338,706.00 557,151.50 . - 5,649, 320.00 300,658.00 ‘ 
“ ‘ : ‘ 136.00 - ~ 172.00 . 
- - 9.00 ‘ 23.00 - - - | 
- 1,643.88 - : 1,583.00 - - 3,012.00 | . 
- . a - 381.00 “ - | 
- 41.80 . 172.00 - - 38.00 - 
- - 147.00 22.00 | 130.00 - 7, 946 .00 
‘ A i : S . 4 Ze 
- | 1, 364. 33 ’ ; 1,185.00 | - - 20,520.00 10,714.00 
: 1,262.10 - : i 25,146.00 2,025.00 - 464,649.00 56,236.00 
. . ‘ f “ - oad 19.00 . 
; : * ‘. 7 ° ~ 25.00 ° = 
- 17,337.14 - 58,023.00 - - 161,805.00 1,105.0 a 
~ : 5.00 - - 148.00 - - 523.00 d 
: : : 2 “ a : ‘ a si 
- - 20.00 ‘ . - - - - - 
21.30 . ‘ 173.00 - - 4,191.00 - > 
- 78.70 - a - - - - - ‘s 
- 2.54 a 1,543.00 ~ - 479.00 10,699.00 - 
; 2,459.7 7 - - - 406.00 6,203.00 - 
= Z Z 76.00 - - - ~ . 
. - ‘ 140.00 - = ‘ a 
a ; - - ~ 2,424.00 < is 
. . . /* 57.00 - - - - - 
‘ 192.64 as . __ 316.00 ~ - - - = 
673.00 806, 529.19 2,079.70 290,938.00 658,008.00 2,056.15 535,822.00 | 1,061,391.00 18,769.00 | 1,039,471.00 
eo o | e * - - ~ - - - 
- 19,507.52 323.76 e 25, 583.00 438.80 - 30,625.00 489 .00 - 
- 270.00 ‘ “ - . - 926.00 - - 
‘ ‘ 7 - - - bs - 119,061.€0 
: 165.00 7 ; - - - cs : 
: 82,085. 76 Z 11,376.00 - . - = _ 
; ‘ j 5 oo: = - 5, Oly 00 i a 
- 87,634.72 3,978.56 - 6,167.00 85.50 12,025.00 6,257.00 ; 
: - . 2 - - - 53.00 9.42.00 - 
J 864,195.95 46, 889.25 ‘ 808,790.00 59,199.70 - } 1,032,246.00 146,405.00 a 
J 125,229.31 17,193.45 J 229,164.00 27,680.15 - | 272,559.00 47,158.00 
- 34,503.94 - : : : ae . f . 
: 8,719,415.18 | 3,972,250.58 - 7, 506,615.00 3,571, 980.18 - 8,477,894.00 | 4,181,165.00 - 
. ; : - - “ : 241 .00 . 
- 2,525.55 - 967 .00 4, 934.88 “ . : . 
- 41,837.16 - 336, 375.00 - - 1,066, 033.00 96.00 - 
- 181,755.55 - 210,577.00 27,423.00 - 163,159.00 55,711.00 * 
i e : ~ - . - . 198,637.00 
é > 5 601.00 - t a = - 
J ’ = 2,615.00 - - 11,373.00 40.00 - 
: ; 16,856.00 . ° 288,059.00 36,642.09 : 
42,732.25 Xs 14,087 .00 - 79,519.00 - - ° 
- 274.50 - _ s a 7 - - 
7 . r 5 > 1,534.00 = - J : 
a \ 11,757.60 . 341,054.00 41,116.81 - 508,279.00 89,285.00 - 
; 7 ; 3 : ts . 47 .0C ; : 
- - 533.00 - 4 _ . 2s TH Ot e 
‘ | 156 94.48 - 84.00 - - 24.00 ‘ 
» 32, 311.35 ‘ 47,860.00 28,857.40 - 9,613.00 
: : b 11.00 . i 
2 . 210.00 _ 
- - 98.00 ~ - 
x = 2,532.00 - = 
- 313,526.88 99,913.60 - 221,215.00 68,459.00 = 
1, 780,963.39 238,472.50 - 2, 398,935.00 409,712.89 - 
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Carrier 


Bristol Bay Airlines 
British Aviation Service 
British European Airways 
British International Airways 
British Overseas Airways 
British West Indian 

Browns Airlines 

Byerly Aviation 

Byers Airways 

C and O Aircoach 

California Air Charter 
‘California Air Freight Corp. 
California Central Airlines 
California Eastern Airways. 
California Hawaiian Airlines 
California Pacific Airlines 
Canadian Pacific Airlines 
Capital Airlines 

Capitol Air Service 

Capitol Airways 

Carco Air Service 

Caribbean American 
Caribbean Atlantic Airlines 
CAT Inc. 

Cathay Pacific Airways 
Central Airlines 

Central Air Transport 
Catalina Airlines 

Cape & Islands Flight Service 
Central Aircraft 

Central Airways 

Cherry Air Transport 
Chicago & Southern Airlines 
Chicago Helicopter Airways 
Civil Air Transport 

Coastal Cargo 

Colonial Airlines 

Colorado Air Transport 
Columbia Airlines 
Commercial Carrier, Inc. 
Compania Cubana 

Compagnie De Transports 
Compagnie Nationale Air France 
Compania Ecuatoriana 
Consolidated Airlines 
Continental. Airlines 
Continental Air Transport 
Cordova Airlines 
Continental Western Lines 
Cuban Airlines 

Currey Air Transport 

Cyprus Airways 

Delta Airlines 

Denver Air Taxi 

Dons Sofair Flying Service 
Dragon Airways 

Eagle Airways, Bermuda Ltd. 
East African Airways 

East Asiatic Co. 

Eastern Airlines 

Bastern Aviation 

Eastern Provincial 

El Israel Airlines 

Ellis Airlines 

Emery Air Freight 

Empire Foreign 

Ethiopian Airlines 
Fairbanks Air Service 

Far North Flying Service 
Fayetteville Flying 
Ferguson Airline 

Florida Aviation Air Taxi 
Plugfelog Island 

Flying Eagle Whiteway 


909.39 
17,931.95 


49.56 
235.00 
3,207.60 
164, 832.75 


3, 722.38 
1,171,859.10 
h3 .60 
2,180,810.00 


574,493.25 


R, 
8 


“io 


3,545.97 
2,515.95 

1, 736,281.39 
469.54 

31, 393.28 
215,470.95 
2,107, 315.06 


132.00 


108.08 
4, 834,528.43 


2 
Bae 
Mii wnt 
ee Ye 
wi & - 


a5: 
S8 


g 


i 
/ pm eS 


14,994. 


1,944. 
53,515. 


727,912. 


@ 


5 
: 


2,285.29 
43,500.87 
8.40 

20.00 

312.48 
891.61 
4,567.35 
112.95 
2,949, 306.78 
960.55 
2,055,028.08 
869,648.63 


617.30 


144, 521.39 
2,264.16 
21.80 


98,961.86 
108, 368.28 


4,793.75 
6,696.59 


1, 395,009.93 
563.13 
55,908.91 


«70 
46 
32 


4,144,208, 
44,116. 


3,125.2 


ear 1956 


19,974. 


1,270. 


7,531. 


27h, 167. 
62. 


10,422. 
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Fiscal Year 195 Fiscal Year 1958 Fiscal Year 1959 
$ - $ 





3 











- $ - $ - $ . - $ - $ ‘ $ s 

- - - - _ . - 22.00 ’ 

- 2,694. 36 53.50 - 1,115.00 712.25 - 2,766.00 < 

is - i ‘ : 11, 328.00 - a a 

« 63,146.71 4,602.11 - 31, W740 10,945.70 - 15,664.00 < 

‘ 310 1,111.30 “ 939.00 1,530.48 - 3,661.00 s 

: 370.00 : ; : - : - : 

7 j= 4 : : ; : 7 : 7 

; : 98.91 a ‘ : : : 
3, 187 .00 5,017,676.23 2,90,N06. 20 | 4,687,055 635,947.00 6,130.00 3,523,759.00 15,913.00 - 

iJ x é 168, 953.00 20,785.15 276,200.50 6,203.00 580,546.00 

b - 4 53,038.00 11,083.15 - a i 

- 223.33 781. Te - 139.00 815.62 - 81.00 - 

- 2,986.669.56 | 1,316,072.79 - 3,663, 313.00 1, 756,821.03 - 1, 336,576.00 - 
421.00 2,259,576.84 43,980.60 5 863,236.00 290,761.16 53,801.60 61.00 61,519.00 | 8,966,302.00 

‘ - - ia - - 5,615.00 - 

- 2,506.00 292.00 “ 2,620.00 1,274.90 ~ 13,718.00 s 

- 306, 342.46 - - 35,341.00 - zm 7 f 

- - 192.00 ° 80.00 4.00 ‘ 453.00 “ 

- 277,531.85 16,224.33 i 239,683.00 33, 894.16 “ 40,403.00 . 
200.00 1,019,997.99 19,856.10 448,429.00 518,088.00 72,923.15 37.00 24,961.00 37's, 629.00 

: ; 2h .58 : ‘ 308.40 : 55.00 ; 

‘i é 4 ‘ 256.00 - ‘ A 

: ‘ a . 2,746.00 - ~ + ‘ 

‘ i 3 10.00 10.00 ; 71.00 : 
»400.0u 59,558.68 10,879.16 2,699,714.00 34,512.00 14,776.93 11,718.00 | 2,202,08%.00 

e - - > 7 748,985.00 

- 3,195.75 1,586.57 - - 53.00 ~ ‘ ‘ 

° 188.10 - - - - - - 

- - - - - - - 4,423.00 ° 

‘ 1, 341.80 6,839.62 ; 738.00 845.82 ; 1,827.00 = 

; 53,905.41 20,548, Bl ; 69,014.00 21,205.51 a 40,942.00 is 

. 4 : g 14,691.00 iy ; ; é 

- 2,071, 520.39 281,658.10, - Ll; 92k, = 408, 323.66 492, 362.00 é 

- 399.08 78.50 - 1.00 1,359.21 < . 
»729.00 62, 302.82 46.00 23,459.00 19, 589.00 134.00 15.00 9,681.00 

. 80k. 54 . . : ‘ 

= ‘ a 33.00 “ _ ms 

- 11,810.20 6,025.65 - - 73,139.00 - 5,162.00 - 

- ° 194.00 - - - - é é 

- 2,770,071-71 855,820.16 - 2,985, T10.00 Oh4 , 286.51 - 1,500,419.00 - 

7 ; : ; . . “ 68.00 : 

- - - - - - - 235.00 = 

. 97.00 c 2 52.00 ~ - “ 3 

- 4,498,776.00 | 1,075,891.45 - 4, 545,587.00 1,371,223.45 ~ 1, 391,726.00 . 

- 193.75 - - - - - _ S 

- 655.20 4.00 - - 20.00 - a ~ 

- 3,643.35 71.00 - 5530.00 - - 205.00 - 

. 102,558.33 - - 17,733.00 - - 169.00 - 

- 2,039.85 88.00 - 3,678.00 2,415.95 - 8,432.00 P 

- 1,738.88 - - 27,612.00 1,359.00 - 256.00 . 

- 3,502.50 - - 14.00 . a : 

= 10,671.50 - - - - - - 

¥ ‘ 3 . a ‘ i 15.00 J 

. 92.00 - - - - - - - 

- 12: 37 66.42 - 9,264.00 - - 7,7 m - 





4 


2) No. 


1 


a 
v 
L 
9 
= 
~ 
° 
Se) 
' 
/ 
” 
N 
tn 
o 
w 


Carrier 


Flying Tiger Lines 
Frakes, Fred J. 
Frontier Airlines 

Ft. Yukon Air Service 
Gantes Empire Airways 
Garuda Indonesian Airways 
General Airways 
Global Air Cargo 
Golden State Airlines 
Great Lakes Airlines 
Geronomino Lines 
Green Flyer 


Guest Aerovias Mexico, S. A. 


Gulf Coast Airways 
Hawaiian Airlines 
Hawthorne Flying Service 
Hempel Airways 

Higgins Air Service 


Hudson Air Service 

Toeria Airlines of Spain 
Iceland Airways 

Icelandic Airlines 
Indiana Aviation Activities 
Inlet Flying Service 
Illini Airlines 

Interior Enterprises 
Irenian Airways 

Irish Airlines 

Italian Lines 

Japan Airlines 

Jensen Inc. 

Joiner Air 

Johnson Flying Service 
Jugoslovenski Aerobranspt 
KIM Royal Dutch Airlines 
K & R Air Freight 

Kodiak Airways 

Korean National Airways 
Kotzebue Flying Service 
lake Air Service 

Lake Central Airlines 
Lambert Field Air Service 
Latour Latin American Tours 
Lawrence Aircraft Service 
Lawrence Airline 

Linder Clifford 

Linea Aeropostal Venezolana 
Lineas Aereas 

Linee Aeree Italiane 
Lippett Aviation Corp. 
Lockheed Air Charter 
Loftlerder HF Icelandic 
Los Angeles Airways 

Los Angeles Air Service 
Lufthansa German Airlines 
Mackey Airlines 

Marcells Air Express 
Martime Central Airways 
McAlester Air Service 
McGregor and Werner Int'l. 
McInray Aviation 

Mercury Airlines 

Meteor Air Transport 
Metropolitan Touring 
Miami Airlines 

Middle East Airlines 
Midwest Airline Co. 
Midwest Aviation Inc. 
Miller Air Taxi 

Misrair 

Mitchell Catt and Co. Ltd. 


$4,244,423.26 |$ 348,840.57 
58,874.31 12,496.59 
2,621.68 b 
271,873.58 4h 632.83 
130,082.07 9,415.35 
16.00 - 
46.00 1,991 50 
2,591.61 “ 
265.20 189.30 
849.00 . 
896.00 A 
83,743.00 18,123.95 
23, 368.22 3,029.40 
16.67 . 
4, 397 .86 - 
9,221.43 3, 352.33 
1,409.30 . 
867,854 51 44,058.90 
145.90 125.70 
301.68 - 
3,592.88 5,209.67 
399, 391.86 31,014.93 
39, 358.9% 27,180.05 
418.20 2 


___ Piecal Year 19 as eae 
say sw 
$ 1,534,918.00] $4, 732,938.62 
. 90,112.76 


- i, 594.27 


- 455,802.10 
- 19.16 


- 1, 384,614.85 


- 16,055.95 


3e 


< 653.95 
- 1,446.20 


“ 4, 390.37 
- 1,048,125.02 
- 103.68 
- 27, 085.35 


Navy 


$ 388,879. 


14, 4gh 


77,700. 


4,9h9. 


172. 


8 828s 


08 


-90 


72 


25 


-95 


% 


-O7 


-35 


33.16 





Fiscal Year 1956 


Air Force 


$ 3,023,673.00 


922 , 350.00 





Fiscal Year 1957 


eet to, eo 





r Soren Army my Air Force army navy hay 
,023,673.00 |$ 1,128, 586.92 $ 375,813.64 |$ 6,718,201.00 $ 2,692,722.00 | $321,462.00 |$ 19,033,989.00  |%1,540,578.00 j$ 419,720.00 
- 5,508.00 ~ : - - - - - 
- 93,060.35 18,827.99 _ 95,375.00 29,197.71 | - 171,906.00 2h 688.00 
- 117.00 ~ a 681.00 - - 2,275.00 . 
- ie a . 769.00 - - . 
31,066.00 232,770.19 49,910.96 54,761.00 446, 398.00 19,073.35 50,692.00 243,628.00 35,684.00 
- ‘ . “ - - - 23,130.00 - 
138, 371.00 1,634, 886.62 1,650.50 782,598.00 96,159.00 | 37,133.00 279,228.00 227, 538.00 
- 111.39 . = - - - - - 
- 55.00 - ‘ - | - - - - 
- ‘ a - - - 20.00 - 
- 13,977.16 4,709.34 d 5,772.00 6,820.75 . 1,621.00 19,797.00 1, 
- . ‘ ‘ - | 53.00 . - 7,387.00 
- - “ - - - 75,720.00 - 
- . : i 63.00 | - . - - 
- a : : 233.00 | - - 1,414.00 - 
- . ‘ 4 1,831.00 1,076.00 | - 7,375.00 5,301.00 
- 75.00 - - - - - - - 
- - ° 3 - - - 20.00 - 
- 5, 388.37 - = - - - - . 
- - 1,973.40 ~ 3,039.00 1,116.60 | - 2,985.00 6,458.00 
- 8,193.88 ‘s o - - - - - 
- - rm ‘ 5,128.00 570.00 - 836.00 2,849.00 
- - - - - - - } 28.00 1,228.00 
- 15.00 “ a - - - - - 
- 83.83 . . 80.00 - - | - - 
- . ‘ : 4,920.00 - . 5,510.00 - 
- . z - ° : 152, 362.00 - 
- - ‘ i. 3 . 7 260.00 - 
- 1,231.30 184.80 a 203.00 1,213.00 - 26,014.00 1,934.00 
- 27.15 nd Se - - - - - 
- 625.00 - 2 - - | - - - 
- - o “ 10.00 - | - - | - 
- 45,840.83 4, 841.40 - 79,980.00 9,295.28 ~ } 301, 885.00 14,739.00 
= a R “ ye a | ss a - 
4 2 g 2bO.00 258.00 ‘ ‘ 6 - 
: ss cateaae ry : pha 7 : ee 113.00 
- 105.00 . E - - - - - 
- . : : 204 .00 - - - - 
- 48,606.54 11,545.06 ‘ 6,119.00 6,406.55 | - 30,546.00 12,973.00 
- ms s zs - - - 103.00 - 
- - “ - - - 384.00 - 
“ 300.00 2 . 33.0C - - 2.00 - 
- 75.00 f : Z a ‘ » 
- 10.00 ‘ ‘ - - - - - 
- ~ - = 1,008.00 - . | > = 
. 2,019.47 : . 471.00 - - 913.00 - 
- ‘ 54.20 . 2,982.00 - - - 6.00 
- . ‘ - 850.00 | ~ - 238.00 
. ? . 364.00 “ = 3,667.00 J 
. 1,210.76 211.61 - 1,595.00 - - 173,077.00 1,883.00 
350.00 780,971.60 58,283.67 101,424.00 - - - 1,715.00 - 
- 7,244.13 1,692.06 : 10,291.00 97.90 | - 18,165.00 8, 305.00 
- 36,561.00 e ‘z 59,798.00 1,482.70 | - 25,485.00 117.00 
- 521.80 : 2 1,237.00 “ = 64, 371.00 < 
- - 678.0 a 44.00 6,616.00 - - 1,791.00 
- - : - - | - 25.00 | - 
44 590.5 170,076.00 418,789.00 32,691.50 | - - - 
‘ 742.00 “ - | 8,075.00 | - 
_ ~ - ~ - | 220,490.00 28,795.00 
‘ 7,430.00 70.00 - | 76,875.00 - 
; . a at : 38.00 | 
: 7 ; ‘ 7 é 
5.00 - - =o | - - 
i . - - - 945.00 - 
« - - - 49.00 | o 
| | | 
a —— en 
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$18, 996,247.00 


679,947 .00 


a 6 ..Brdqa, th 0 





TREE 


a 


59723 O - 60 (Face p. 12) No. 5 


Carrier 


Modern Air Transport 
Mohawk Airlines 

Moore Air Service 

Mantz Airways 

Midet Aviation Corp 
Midway Airlines 

Monarch Air Service 

Munz Airways 

National Airlines 

New London Flying Service 
New York Airways 

Newport Air Park 

New Zealand Airways 

North American Airlines 
North Central Airlines 
North Continent Airlines 
Northeast Airlines 
Northern Airways 

Northern Consolidated Airlines 
Northstar Air Coach 
Northwest Airlines 
Northwestern Pacific 
Olympic Airways, S. A. 
Olson Air Service 
Overseas Airlines 
Overseas Mail Airways 
Overseas National Airways 
Overseas Transport 

Ozark Airlines 

Pacific Air Freight 
Pacific Airlines 

Pacific Northern Airlines 
Pacific Southern Airlines 
Pacific Southwest Airlines 
Pacific Terminals, Inc. 
Pacific Western Airlines 
Pan American-Grace Airways 
Pan American World Airways 
Panair Do Brasil S. A. 
Panama Lines 

Pan Maritime Cargo 
Peninsula Air Transport 
Peterson Flyers 
Philippine Airlines 
Piedmont Aviation 

Pioneer Airlines 

Polish Airlines 
Provincetown & Boston Airlines 
Purdue Aeronautic Corp. 
Quaker City Airways 
Quantas Empire Airways 
Quebec Air 

Reeves Aleutian Airways 
Regina Cargo Airlines 
Resort Airlines 

Riddle Airlines 

Rice Air Taxi 

Rick Helicopters 

Rocket City Air Activities 
Royal Air Cambodge 

Royal Air Service 

Royal Dutch Airlines 

SSW, Inc. 

Sabena Airlines 

8S, Inc. 

Safair Flying Service 
Safeway Airways 

Samuelson Flying Service 
Saudi Arabian Airlines 
Scandinavian Airlines 

Sea Airmotive 

Seaboard Airlines 
Seaboard & Western Airlines 
Slick Airways 

Skyline Transport 

Sociate Tunis De L'Air 
Southeast Airlines 


856,976.87 


5,447.70 
166, 742.93 
304.90 


17,575.55 
128,146.74 


100, 398.75 
169,596.55 
1,068,695 .20 
3,439.94 





534,211. 


8 


91,732.00 
1, 760,933.00 


Fiscal Year 1956 


| Navy | Air Force | Force | aw i 


$ 430,487.80 | $ 105, 637.85 


115,190.42 4, 342.28 
13,128.60 30.00 
786,801.05 597,015.58 
233.13 - 
6.50 - 
3.15 - 
3,003,156.22 41,875.19 
37,003.05 64, 861.64 
485,783.66 17,497.94 
110.40 
329, 386.18 ! = 
2,054,406 .93 627, 686 .87 
43,350.60 : 
66,841.20 
1,735,204 .16 18,170.30 
880.60 . 
108,902.13 37,732.23 
123.13 - 
571.31 - 
171,753.80 43,230.02 
20.89 103, 508.15 
47,131.26 191,623.60 
6,237,165.10 1,481,531.12 
425 .00 : 
449,179.88 10,116.70 
2,065.55 1,210.50 
154,813.04 103,509.47 
524.91 7.00 
707 .05 1,783.10 
65, 316.23 5,295.75 
. 1,746.75 
94,139.93 - 
94, 647.38 30,197 
147,597.37 - 
51,193.83 24,085.00 
36,217.96 < 
15,026.82 5,256.42 
1,139.60 - 
116.08 ; 
41,47 .25 3,881.15 
7,110.23 : 
6,860,714.00 22,627.00 
3,265, 527.67 175,046.69 
197.79 - 


$ 





Air Force 


’ out £ 


123 3 & 8. Gos 


3, 822,909.00 


202,273.00 


33,531.00 


5, 526,623.00 
2,454, 347.00 


10,117, 492.00 
4 ,205, 7 00 
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” Fiscal Year 1958 Fiscal Year 1959 














7 
_Force ge ne ee ee eee = | navy | Air Force | army | avy “Ar Force 
- 593,811.35 47,438.60 - 524,455.00 85, 380.50 - 618, 944.00 107,630.00 < 
- 121, 333.97 3,883.82 “ 135,200.00 4,237.57 - 292, 404.00 34,392.00 - 
- 142.50 - “ - . 75.00 a “ 
- 6,980.97 - - 2,995. Qo - - - - - 
- - - “ - - “ 5,641.00 . > 
- 1,046, 266.63 725,851.58 - 1,165,572.00 824,707.94 - 1,949 ,050.00 1,219, 685.00 ~ 
s x . es 2 “ - 425.00 - 
~ 683.19 24.54 - 649.00 9.00 s 5,070.00 163.00 J 
« 45.50 - - - - - - - ~ 
- - - - - - - - 950.00 ° 
- 35,676.94 - - 13.00 - - - - - 
- 169,180.26 78,223.45 “ 205, 785.00 0.0 - 256,906.00 64 , 828.00 - 
- - - “ te 19.00 ° - “ ~ 
- 514,909.59 24,632.78 Z 522,969.00 45,989.36 = 691,951.00 171, 686.00 ~ 
607.20 - e 112.00 - - 445.00 - és 
96,931.00 411, 364.85 36.00 227,071.00 228, 426.00 19.00 7,075.00 285,455.00 466.00 23,763.00 
- - - - - - - - 2,250.00 - 
555,258.00 2,664, 946.72 949,041.43 461,187.00 a Maa 751,350.58 79,902.00 | 3,150,804.00 902,699 .00 398,428.00 
- - - 5,679.00 - - - - ~ 
- . ~ « - 155.00 - - 839.00 - 
- 75.00 - - - - - - - - 
016,079.00 2,571,291.99 13,445.70 | 2,288,718.00 497,219.00 22,087.08 1, 493,450.00 - - 3, 442,736.00 
- 65,876.32 37,131.95 - 63,740.00 44 , 882.17 - 12h , 784.00 45,459.00 - 
- 522.87 - - 708 .00 - - 865.00 - ‘ 
- ~ - » 166, 897.00 44,084 .00 - 1,254, 687.00 259, 44 .00 - 
. 265, 063.78 39,057.76 11,250.00 319, 062 .00 56, 889 .69 64,672.00 332,240.00 320, 372.00 “ 
- 16.10 ~ - - 55,252.56 ~ - ‘ 5 
- 142.60 83,555.19 - 571.00 34,076.00 - 225.00 101,764.00 - 
- - - - - - - 11,795.00 - - 
° 4 ‘ ‘s 80.00 - - - ‘i a 
- 10#,260.°0 | 40,006.04 - 184, 305.00 6,466.25 - 198, 898.00 21,478.00 - 
322 909.00 7,151,018.42 | 1, 586, 986.53 | 5,294,216.00 OD ea | 1,584,974.63 4, 553,291.00 | 6,554,151.00 | 1,273,477.00 6,776,001 .00 
- i ° ss 240.00 - ‘ % e 2 
" : cas % ° . 432.00 - . 
02,273.00 537.95 - - ~ ¢ . i & 
3 5 : 2 355.00 . 2,187.00 a . 
- 3,147.55 1, 302.10 - 946.00 | 1,040.70 - 7,886.00 1,174.00 - 
- 169,262.89 | 94,924.98 ‘ 200,750.00 51,564.60 - 238,162.00 150,504.00 - 
. 2 J * - 65.00 - - 62,456.00 - 
- ‘ e = 10.00 - ~ a a a 
- 4h .40 14.80 - 30.00 - - 31.00 - | “ 
- 45,093.85 1,799.10 - 17,862.00 - - 36,486.00 4,592.00 - 
- 11.12 . = 49,085.00 8,049.00 | - 47,481.00 25,622.00 - 
- 2, 306.81 291.20 - 968.00 145.00 - 65.00 6,016.00 - 
. 34.40 | - . - - - - - 
33,531.00 232,934.55 5,443.03 6,085.00 296,046.00 3,432.25 | 994.00 | 370,766.00 176,283.00 63,475.00 
- 333,626.94 35,157.20 . 366, 370.00 50,990.80 | - 436,171.00 68, 644 .00 
26 , 623.00 1, 542,044.13 11,099.75 | 7,389,402.00 222 , 564.15 - 6,253,847.00 - 38.00 7,009, 627.00 
+54, 347 .00 199,765.26 99,692.00 | 3,907,076.00 304, 961.02 49, 42.00 4,994,248.00 | 366,566.00 59,484.00 3,896, 282 .00 
- 286 .00 a ~ . - - - i . 
- 18.00 - - - - - - - - 
* a ‘ - - - 3,477.00 ° - 
~ » ~ ‘ - - - 48.00 - - 
- 39,857.30 964.90 - : - a - - 
- 363,601.78 33,091.60 - 260, 283.00 22,930.65 - 223,845.00 31,907 .00 - 
- 12,857.91 2,144.12 - 3,535,00 885 .64 - 11,857.00 3,485.00 - 
- - - - 58,281.00 - - - - - 
- 970.35 - - - - - - - . 
- - “ . - - - 60.00 - - 
- - ~ “ - - - 513.00 - - 
- - i 1, 331.00 - - “ ° - 
- 59,680.72 2,019.04 - 63,806.00 4,111.35 - 291,855.00 7,375.00 - 
. 575.00 - - - - ; 42.00 : 
- . , 7,326.00 : . - 
117,492.00 10, 355,937 «25 26,333.00 | 10,256,172.00 2,070, 140.00 25, 305.00 11,895,876.00 | 401,319.00 19,541.00 5, 348,059.00 
265,934.00 9,554, 422. 33 296,081.98 8,459,104 .00 1,771, 377.00 186,211.00 7,071,815 .00 49,391.00 1 1963. 00 6, 600,663.00 
- - - 931.00 - 92.00 - 
00 1,090.15 + 2,162.00 398.00 - 


. 165.06 | ‘ ; 1, Bhd. 










FE 


oO - 60 






Southern Airways 
Southern Air Transport 
Southwest Airways 

Spernak Airways 

Sudan Airways 

Swedish American 

Standard Airways 

Swiss Air Transport 

Swissoir Swiss Air 

Syrian Airways Co. 

Taca Airways Agency 

Taca International 

Tag Airlines 

Tan Airlines 

Teheran Agency 

Temple Airlines 

Thai Airways 

The East Asiatic Co. 

Thomas Cook, Inc. 

Trans Air, Ltd 

Trans American Airlines 
Trans American Freight 

Trans Canada Airlines 

Trans Caribbean Airways 
Trans Global Airlines 

Trans International Airlines 
Trans Mar De Cartes, S. A. 
Trans National 

Trans Ocean Airlines 
Trans-Pacific Airlines 
Trans-Texas Airways 
Shellabarger Flying Service 
Trans World Airlines 

Trans Continental Airlines 
Transton Air Service 
Treasure State Airlines 
Transports Aeriens 
Transportes Aeros 

Travis Air Service 

Tunis Airlines 

Tuniair Societe 

Twentieth 
Twin City / 
United Air 








U. S. Overseas Airlines 

U. S. Airlines 

United Airmotive 

U. S. A. C. Transport, Inc. 


U. S. Aircoach 
Universal Aircraft 
Universal Airlines 
Uhrik, Inc. 

United Export Co. 
United Freight 

United States National 
Val Verde Aviation 
Vantrease, Jack 

Vest Aircraft 

Varig Airlines 

Viajes Venezuela 
Vietnam Travel Agency 
Viking Airlines 
Volunteer Airlines 

WIC Air Freight 

Webber Air Service 
Wagon Lit Cook 

Walker Air Service 
Warner Barner; & Co. 
Werner Transportation Co. 
West African Airways 
Wheeler Airlines 

West Coast Airlines 
Westair Transport 
Western Airlines 
Western Air Transport 
destern Alaska Airlines 





$ 253,457. 
645 





625,930. 







101,926.48 
122.40 
50.96 


2,000.67 







873.46 
12,526.21 2,122. 
159,653.55 22,337. 
128,641.18 9,418. 
3, 236,968.84 12,876. 
. 188. 
2,260.1 
902 ,235. 
,085. 
















56,683.07 8,221 
430,793.77 - 
896,476.11 319,933 









433,962.00 21,060. 
410.29 31. 











4O 
40 


-06 

















Fiscal Year 195 


































































Navy _ 
$ 101,158.74 
282.42 


100, 029.1 


11,009. 
31,559. 


, 


3325. ho9.& 
5 » 409. 











$ 219,207.00 


610,759.00 


353.00 


25,053.00 


» 566.00 
59.00 
7173.00 
,» 540.00 
», (ay 0 
, 228.0% 


2,766.00 
170,879.00 


},130,526.00 


7.00 


>). Oo 
662 . Or 
13,116.0 
Cc 
1,565.00 

c . 








Fiscal Year 1958 


‘Navy nang 


$ 40,567. 


168, 584.26 


3,004,599. 
302 , 794 .¢ 


2 +E 


-l€ 


-05 
45 


? 


205 


ee = - 


Air Force 
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Do the war mobilization plans of the Defense Department include 

reliance upon the use of commercial sealift capability in the event of 
mergency * 
; Se cGore. Yes, they do. 

Mr. Torzierson. Counsel suggests that I ask whether that means 
American flag. 

Mr. McGuire. Yes, it does; and it also includes the flags of con- 
yenience or necessity capability. 

Mr. TouieFson. My purpose in asking that question is that just 
within the last 3 years a number of Congressmen were invited to have 
breakfast with the Secretary and they came down in groups and were 
briefed on mobilization plans. Throughout the morning, I heard 
nothing about the use of the American merchant marine so that at 
the appropriate time I asked the Secretary whether he and his people 
had given any thought to the utilization of the American merchant 
marine and he had never heard of it. It was a complete surprise to 
him that the question should be asked. 

That is why I asked this question. 

Mr. McGutre. I can assure you that it is and I would be very 
willing, Mr. Congressman, to arrange to give you in some great de- 
tail a briefing that we prepared in a hearing that Congressman Kilday 
held last year on overall transportation planning aspects. It is my 
recollection that he complimented us on the detail in which we were 
attacking this problem and there is the fact of the reliance upon 
the merchant marine fleet in this briefing. 

Mr. Totierson. I trust that that is so because the military has con- 
vinced me in the 14 years that I have been a member of this committee 
that we need an American merchant marine; if the military is going 
to pull the rug out from under me, I do not know where I will be. 

Mr. McGutre. I think the military still agrees with you and I agree 
with you that we need one. We have a problem here, as we tried to 
point out, and I am not sure that I know the full answer to the 
problem. 

There is an extreme competitive growth taking place in the growth 
of another means of transportation and we are not trying to show a 
favoritism to one means or the other in this respect. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Secretary, on page 2 on the question of MSTS, 
you say you have reduced the number of MSTS ships recently from 
93 to 16. What date was that that you reduced the number of MST'S 
ships? You say “recently.” 

Mr. McGuire. That was late last fall or early this spring. 

Admiral Gano. The last one went out in February. 

Mr. McGuire. Actually, Mr. Chairman, I believe that while this 
statement is correct, we have reduced it even further than that because 
one of these ships has been assigned to the New York Maritime 
Academy. 

Admiral Gano. That is not 1 of the 16. 

Mr. McGuire. I see. 

The Cuatrman. In your letter, dated February 9, 1960, in the third 
paragraph, you say: 

There is a need for more high speed passenger ships adaptable to immediate 
employment as troopships. Many of our ships are old and too slow in speed 
to even approach optimum performance in a modern emergency situation. In 
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this connection only three American passenger ships, the Conatitution, Inde- 
pendence, and United States, are capable of sustained speed of 25 knots in an 
emergency. 


(The full letter follows:) 
ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D.C., February 9, 1960. 

DeAR Mr. Morse: In your letter of January 25, 1960, to Vice Adm. Ralph B, 
Wilson, U.S. Navy, you expressed the desire to have a current statement of the 
Department of Defense interest in the construction of the two superliner pas- 
senger ships authorized by Public Law 85-521. 

In this regard, the statements made in Secretary McElroy’s letter of March 2, 
1959, to Senator Hayden are still pertinent. Considering the continuous advance 
in weapons technology, it is even more important that ships adaptable to use as 
transports be capable of very high speeds. Faster ships are relatively less vul- 
nerable to location and attack by modern submarines. A faster ship spends less 
time in transit and thus presents less opportunity for attack on the high seas 
from any source. This valuable military feature of high speed must be incorpo- 
rated into a very large ship in order to be reasonably independent of weather 
and to be feasible from a commercial standpoint. 

There is a need for more high speed passenger ships adaptable to immediate 
employment as troopships. Many of our ships are old and too slow in speed to 
even approach optimum performance in a modern emergency situation. In this 
connection, only three American passenger ships, the Constitution, Independence, 
and United States, are capable of sustained speeds of 25 knots or greater. 

To the maximum degree possible, consonant with military operational. readi- 
ness, it is to be preferred that defense requirements for transport capability be 
satisfied by ships that are privately owned. Such ships can be employed in 
peacetime in profitable commercial trade and be at all times immediately avail- 
able for defense. Their value in terms of immediate availability depends largely 
upon their success in the commercial shipping field. Therefore, we feel that the 
two passenger ships under discussion should be justified primarily on the basis 
of the national maritime policy. The undoubted potential value of these two 
ships for the transport of troops during a national emergency is a closely re- 
lated justification. 

In summary, the Defense Department continues to support the building of the 
two authorized superliners because of their speed, their value in updating the 
U.S. passenger fleet, and their immediate availability for defense purposes. As 
stated in previous correspondence on this subject, the nonmilitary aspects of the 
program, such as commercial feasibility and methods of financing, are not 
within our cognizance. 

Sincerely yours, 
PERKINS McGUITRE, 
Assistant Secretary of Defense 
(Supply and Logistics). 

As to these vessels you have in MSTS at the present time, did you 
take into consideration their operation in competition to the private 
operator in handling this surface transportation of defense personnel 
and materiel ? 

Mr. McGuire. Well, I think a little bit of the background on this 
will be helpful to the committee and Admiral Gano can elaborate 
on it. 

The Secretary of Defense asked the Chiefs for military evaluation 
on the need of the so-called nucleus type ship which is primarily a 
troop-carrying ship. They came up with this lesser figure at that 
time and a requirement of the 17 ships as the basic nucleus that 
we would need. 

Now, do you want to elaborate on this point further, Admiral? 

The CratrmMan. I want to ask you this. In comparison, you set 
out in your statement on page 2, the difference in cost of transporta- 
tion by air and by sea. 

Mr. McGuire. Yes, sir. 
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The CHairmMan. What does it cost to transport on MSTS taking 
all factors just as if it were a private operation ? 

I am not leaving anything out. You must consider your office 
management, your “personnel and everything that goes into it. 

Have you ever had an evaluation of what it costs just as if it were 
a private operation ¢ . 

Mr. McGuire. I do not think, Mr. Chairman, that we have such 
an evaluation. We do run MSTS on the industrial fund but this 
does not take into account some of the factors that you would have 
to consider if you were running a commercial operation. I think I 
am correct on that. That is amortization, depreciation, and that type 
of thing. 

The CHairmMan. What is-the difference in the cost ? 

Mr. McGuire. Do you have that, Admiral ? 

Admiral Gano. I do not. 

The CuarmrMan. We tried in hearings in years gone by to find out 
what the actual cost for an individual passenger was on the MSTS 
but so far as I know nothing has definitely been given. 

Do you get the point here? We are trying to sustain a private 
American operation for an emergency. Of course, these MSTS ships 
could be retired and put in the reserve fleet just as you do your 
other ships and then you would have plenty of traffic to support the 
commercially operated vessels which you will need in an emergency 
and there is available manpower to operate those just as there is 
manpower available in an emergency to call in your other ships and 
other instruments to carry out the national defense. 

Mr. McGuire. I think, Mr. Chairman, I would like to make two 
observations. 

I think, first of all, that you should have and we will try to develop 
the type of figure you ask for. 

The CuatrmMan. I do not mean just the operation of the ship. 

Mr. McGuire. I understand. 

The Cuarmman. I mean the whole operation, the agency, the cost 
in the development of defense. 

You have plenty of men in uniform who, of course, function in 
this who have never been ch: irged to the operation heretofore. 

Mr. McGuire. I think we should develop these figures for you 
and I will be glad to work with your staff to develop them in the 
manner in which you like. 

The Cramman. It is an interesting ro 

I am not opposed to the operation of MSTS 

Mr. McGuire. I know you are not. 

The CHamman. But you have recommended something here where 
I think it should be clearly shown, since you point out such a differ- 
ence in the cost of transporting a passenger. 

Mr. McGuire. In answer to your sec ‘ond point, Mr. Chairman, and 
I did not mean to interrupt—— 

The Cuarrman. That is all right. 

Mr. McGuire. The nucleus fleet, I think the Chiefs would say, is 
part of the ready operation fleet that is in being the same as in MATS 
we have planes that are in being. 

Certainly in case of an emergency, we recognize that we would 
have to call on, varying by the type of emergency, commercial capa- 
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bilities, but we do have a nucleus that is in being to handle the troop | 


factor alone. 

The Cuarrman. By MSTS? 

Mr. McGuire. By MSTS without disrupting commercial trans- 
portation. I think the problem is one that is with us both in air and 
In sea. 

Let us take the Lebanon situation, if you will. If you had to 
cancel commercial runs, both air and sea, there would be interrup. 
tion to the economy and the basic mission of those commercial oper- 
ations. With MATS and MSTS we have that degree of flexibility 
which we consider highly important and an integral part of our 
basic readiness situation. 

Do you want to add to that, Admiral ? 

Admiral Gano. I think the nucleus fleet is there for ready mobili- 
zation. 

The CuarrMan. We agree to that. 

What is the speed of the ship in the nucleus ships? 

Admiral Gano. The sustained speed is between 18 and 19 knots, 

The CHarman. That is what I wanted answered. 

Now, the present witness speaks of this sustained speed of 25 knots, 
Unless you help these ships that have a sustained speed of 25 knots, 
you are not going to have these ships or you are not going to have a 
sufficient number of this type ship. That is the point right there that 
we must consider. 

You lay stress yourself on these 3 vessels and here you have 16 
vessels that have only a 19-knot speed and you are just playing with 
something in peacetime that you cannot use when you have an emer- 
gency. 

Mr. McGuire. I would like to make an observation in that respect. 

The Cuarrman. Is that a fair observation for the Chair to make? 

Mr. McGuire. Yes. I think this is a problem, sir. I would also 
like to make a further observation that we are faced with a tangible 
problem here and I believe it is also probably operating in the com- 
mercial field. That is that the airlines are bidding very aggressively 
for business. Now, they have made these prices extremely attractive. 
I presume that the commercial activities of the airlines also have had 
an impact in the problem. Maybe they have accentuated it. They 
sought one way to get this business, if you want to put it that way. 

The shipping operators have not done quite the same thing and 
there is involved here the problem that I think we recognize and are 

trying to analyze, namely, choice of the form of transportation, the 
class, if you will. 

This presents a part of the problem that we are trying to analyze 
to see what solution there is to it. 

The Cuairman. In connection with Mr. Tollefson’s question, when 
you give the answer there, it would be desirable to show what portion 
of this air transportation goes by scheduled lines and ‘what portion 
goes by nonscheduled lines. You are out contracting with people 
on whom you could not depend in an emergency. They are using old 
type planes to haul people back and forth. Nevertheless, has MSTS 
ever figured out what it costs to transport passengers ? 

Admiral Gano. We have some figures; yes, sir. 

The Cuatrrman. What is the figure? 

Admiral Gano. I do not have it here, sir. 
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The Cuairman. You were coming up here to have this little con- 
ference. It is not an investigation. It is a friendly conference. It 
js a serious matter. 

Over here in the Comptroller General’s report to the Speaker of 
the House, we find this: 

A review of 13 expensive shipments of household goods by commercial air at 
a total cost of $125,000 discloses that shipments by surface transportation were 
feasible and would have cost only $23,000. 

That is $102,000 less. 

Mr. McGuire. I think the position of the Department of Defense 
in the matter, Mr. Chairman, is that this was wrong and, as you 
know, there has been legislation passed, I believe yesterday and sent 
to the White House, to ‘be sure that this type of thing does not hap- 
pen again. 

The Cuarrman. In this same letter, we read: 

In the handling we found that an overpayment of $43,763 for the transporta- 
tion of one shipment was made as a result of a carrier’s error in billing. 

Mr. Rivers. Mr. Chairman, I have that legislation right here. We 
have already passed it. 

The CuHarrman. That is all right, Mr. Rivers. We are just dis- 
cussing a situation that has been approaching for a long time. 

I am sure you did a splendid job in taking care of these errors but 
it is not that I am criticizing the utilization of transportation nor 
am I criticizing errors that may be made because all of us make 
errors; but I just point out the difference in cost of transportation. 

I think that the point we are trying to make here, Mr. Secretary, 
is something that should be given more serious thought. If you are 
going to depend on a privately operated merchant fleet to be an asset 
to the national defense in time of emergency, then you have to pay to 
some degree to have it available. You just cannot put it down with 
competition that is flying in peacetime. How in the world would you 
evacuate these thousands of people that we have overseas if it were 
not for these three ships that you point out and on your own testi- 
mony here, when we get in trouble, these MSTS ships are just like 
little terrapins out there. They cannot be depended upon. They 
would be knocked off the surface. 

You have to have something on which you can depend, a ship that 
can compete with speed. 

Mr. McGuire. I think, Mr. Chairman, that we recognize that. 

The Cuairman. But you do not recognize that, Mr. Secr etary, be- 
cause you have been whittling this down and in ‘this appropriation 
bill that is coming now. There is no provision there for surface 
transportation and there is provision in there that specifically sets up 
money for air transportation. 

Mr. McGuire. I realize that. 

The Cuatmrman. That is the seriousness of it. 

Mr. (aon. What ever amount does come out of Congress this 
year, I do not know how we are going to make our transportation 
budge: cover everything we need. 

As you know, we asked that the cut of the House not be held to. 
How this will have to be worked out is a matter of administration and 
we will have to develop it. This is something I do not know as of 
this minute. I do not know what final figure we will have. It is 
going to affect a lot of areas. It is going to affect the rotation of 
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people, the movement of people, temporary duty type orders, and 
that type of thing, which gets into the background of the benefits 
the military have under their personnel regulations. 

In addition to that, I am sure that we are going to have to examine 
the class of transportation we buy whether it be air or sea. 

Now, I did mention the fact that the airlines had been extremely 
aggressive in giving attractive prices in this field. This is a matter 
of fact. It creates the problem. 

The CuarrmMan. Are these the regularly scheduled commercial air- 
lines or the contract airlines ? 

Mr. McGuire. They are the contract. airlines. 

The Cuatrrman, Where they get a whole load from point to point? 

Mr. McGutre. I am expressing now only a personal opinion if J 
may, but I think that this situation can be aggravated by the fact that 
with the incoming of the jets the airlines also have a substantial in- 
ventory of piston-type planes which are still very good planes from 
the standpoint of transporting people. They try, as any other busi- 
ness, and I am sure the shipping business does, too, to make the most 
attractive use of that capital investment. 

The fact is that none of these airlines are on subsidy at the moment. 
The ships are on subsidy and I think one can argue that, if we have 
to pay a premium for surface transportation, we are in effect paying 
a double subsidy in this field. 

I am expressing an opinion rather than a statement of fact, but I 
think one can argue this fact. 

The Cnatmman. The whole subject we are talking about is sub- 
sidization for the national defense. 

Mr. McGuire. That is right, sir. 

The Cuamman. If it were not for subsidies we would not have the 
merchant marine available for national defense, or anything else. 
It is all subsidized. 

Mr. McGuire. It has been the feeling of the Department of Defense 
that this subsidy factor is one which is primarily not our business, 
It is important to us and therefore we endorse the Maritime Act and 
the work of the Commission in this respect but I am not at all sure 
that we have the right to get into the subsidy business. 

The CyHatrman. So that you do not have the right to support this! 

Mr. McGuire. Yes; we must support them. Do not misunderstand 
me. But the argument that by paying a premium on this transporta- 
tion we are giving an additional subsidy is an argument that would 
give me great concern. 

The Cuatrman. Do I gather from that, then, that the Defense 
Department says, “It is no longer true that we can support the neces- 
sity of having surface ships of the most modern type”? 

Mr. McGuire. I think what I am driving at, Mr. Chairman, is that 
we have to find a means to get this transportation cost in the shipping 
area down to a more logical level from the point of view of cost to us. 

The Cuarrman. A lot of nice Americans go tourist and go without 
going first class. 

Mr. McGuire. I have done it. 

The Cuairman. You are figuring that the first-class cost is $300 
against $65. 

Mr. McGuire. It is a combination; it is an average figure. 

The Cuarrman. You do not have any figures to show us. 
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Mr. McGutre. I think we have told you that the true cost that you 
have asked for on the MSTS nucleus ships we do not have. One of 
the costs that we do have is for the use of the commercial cabin class, 
this is a cost that MSTS has to pay to the shipping company. This 
is not. necessarily—— 

The Crarrman. What does MSTS credit itself with in that same 
item? You have to credit yourself for carrying a passenger. 

Admiral Gano. What we do is to have an average rate to the in- 
dividual services. We do not charge the individual services the $300 
rate, for instance, but we take our own cost 

The Cuarrman. How much do you lose? How much does MSTS 
lose on its operation for that same transportation ? 

Admiral Gano. Actually, we lose the difference between what we 
charge the services and what we pay the individual companies, and 
in this particular case we charged the services from the west coast 
to Hawaii $138 until recently. We saw that we were losing too much 
money so we charged them $260. This gives us enough to give us a 
break-even operation on this utilizing some in our MSTS fleet and 
some in the commercial fleet. 

Mr. Totterson. Mr. Chairman, would you yield at that point? 

The CuarrMan. Mr. Tollefson. 

Mr. Totterson. When you talk about break-even point, do you take 
into consideration the depreciation on your vessels ? 

Admiral Gano. No; we do not, sir. 

Mr. Totterson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Miller. 

Mr. Miniter. Mr. Secretary, I have been very much interested in 
the conversation that has taken place here but I want to know if I am 
wrong if we try to get to the substance of what we are talking about. 
It is economy, is it not ? 

Mr. McGurre. I think in part, sir, yes; a substantial part of it. 

Mr. Murr. Is not everything that has been said here pointing up 
that the Department of Defense is trying to get this job done as 
cheaply as it can in order to conserve Department of Defense dollars ? 

Mr. McGuire. I think that is correct ; yes. 

Mr. Miucer. That is a correct statement. Then should we not 
perhaps take a look at this whole picture in some agency that can 
coordinate all of the factors in the country and point them toward 
defense, perhaps the National Security Council, to determine whether 
or not the Department of Defense is justified in saving its dollars at 
the cost of other dollars to the American taxpayer? What does it 
benefit the taxpayers of the country if the Department of Defense can 
save some money on tr ansporti ition but we in turn must pay more? 
If it is necessary to maintain these ships, and apparently we are all 
agreed that it is necessary to maintain a merchant marine 

Mr. McGuire. Yes; we are. 

Mr. Minter. What benefit is it if the American taxpayer is then 
going to be called upon to pay a greater subsidy to these ships? 

Mr. McGuire. I think, Mr. Miller, that your point is well taken. 
Up until now it would seem to me that the context of the subsidy 
factor has not been one for which the Department of Defense was 
responsible so that there are other factors involved than the national 
security aspect of these ships. 

True, this is an important one, but there is also one of trade and 
the other factors that are involved in this, and I am sure that Mr. 
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Allen, in this respect, is concerned with this factor as much as I am, 

Mr. Miter. I think that it is one that the Department of Defense 
must be concerned with, too. 

Mr. McGuire. Weare. Weare. 

Mr. Mutter. In considering these things, have you ever taken into 
consideration that these steamship companies are only allowed to earn 
10 percent. All they earn over 10 percent comes back to the Govern- 
ment out of their earnings? 

Mr. McGuire. Yes. 


| 
| 


Mr. Mitter. That has been given consideration by the Chief of | 


Transportation and other people when it comes to allocating business? 

Mr. McGuire. Our se laen right now, Mr. Miller, as I see it, from 
a practical point of view and, as I pointed out, from the calculations 
of what we will have in the budget to spend on transportation, is that 
we did not have this money in toto to meet our transportation require- 
ments as we felt they were. I am not criticizing the Congress in this 
respect. Please do not misunderstand me on that, but we have a tough 
problem facing us as to how we are going to make the amount of 
money we have here available meet our overall requirements. 

Mr. Mituer. And I think I can appreciate your problem. 

Mr. McGuire. Candidly, I do not think we know the answer as of 
today. It hascome down the road at us so fast. 

Mr. Mitter. I think now we are getting down to something. 

I can understand how you get quite gun shy after you go up against 
this committee, and you send Admiral Gano before this committee to 
make a plea for these things, and they want to know where the dollars 
are going, and after a while you get a little touchy and soften up. 
Nevertheless, we are talking about what is going to be good in this 
case for the country as a whole. Should not a study be made on 
some level even higher than the Department of Defense where all 
agencies and factors concerned can be brought together to determine 
what is necessary and then coming out of that an arrangement we can 
come to Congress and plead ? 

Mr. McGuire. I would say, in answer to your question, Mr. Miller, 
that the Department of Commerce and the Maritime Commission, I 
feel quite sure, will investigate this problem because a sensible an- 
swer has to be found to it and we would be glad to work with them 
and assist them on this. 

I think we are going to have to evaluate and ask the Chiefs to eval- 
uate the nucleus ship concept figure in this respect, although I would 
point out to you in all candor that in the area that we are talking 
about at the moment, if you were to shut down the nucleus ships some- 
body might argue that the cabin class lift which is relatively small in 
the nucleus ships might well go to air rather than to sea. 

Do you follow what I am trying to point out ? 

Mr. Mutter. I follow it, and I might say that in my conception of 
the thing, not necessarily learned in this committee but as a member 
of the Armed Services Committee for a number of years, that I recog- 
nize the fact that you have to have air transport, you have to have the 
so-called contract or supplemental carriers, that these are just as essen- 
tial as any other mode of transportation; but there has to be a balance 
between them someplace and certainly the balance has shown up in 
this pie chart that was shown us today. It throws the thing com- 
pletely out of balance in favor of air transportation. I think that 
water transportation is too highly essential. 
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It is always interesting to me that just before the annual budget 
hearings, the Department of Defense always has some sort of an opera- 
tion such as Boatlift in which it was proposed to send troops to Puerto 
Rico and transport by air an Army division. Operation Boatlift 
was not a complete success and is now being used as a fulcrum on 
which to rest the lever to drag more money out of the Congress. We 
are being told of the importance of air transport to our defense. I 
think that air transport is needed but I wish someone in the Depart- 
ment of Defense would get out a propaganda gadget to show we also 
need water transportation. Water transportation is indispensable in 
time or war and while I grant that the airlifte is essential, it should 
not be at the expense of surface transportation. 

Tell me, how would you supply 100,000 men in Europe by air in 
emergency? How w ould you get the fuel over to them ¢ 

Every time we send a jet plane to Europe carrying 150 troops or 
the equivalent tons of material, would we have to send another jet 

tanker along with it in order to refuel that one to get them back? 
We would almost have to do that, would we not? 

Mr. McGuire. That is correct, sir. We would not have to use 
tankers going between here and Europe in this respect, I do not 
believe. 

Mr. Mitier. [am thinking of a time of war, assuming the situation 
of the Suez Canal. 

Mr. McGuire. Some of the more modern plans coming along have 
longer range than that and also we have bases or stop points where 
we could do refueling. We are doing this right now, as you know. 

Mr. Mitier. I do not know. I am not a tactician. 

Mr. McGuire. I am far from a tactician also. 

Mr. Mier. If something comes up and the oil supply from the 
Middle East is cut off from the Mediterranean to Europe, we would 
most likely have to supply most of it out of this country. 

Mr. McGuire. Yes; in your context, I think we would. 

Mr. Mitter. How would we get the oil to these bases? 

Mr. McGourre. I think primarily we would have to depend on our 
ocean tanker capacity. 

Mr. Miter. That is right. How are we going to get the heavy 
ammunition and the bulk ‘commodities necessary to support armies ? 

Mr. McGuire. I think in our planning, sir, we are not counting 
on a sustained support. As I said, we do have the requirements for 
ocean lifts in any of our requirements brought about by emergencies. 

While in the Lebanon situation, for example, we did have a case 
where we did lift a substantial amount of fuel by air, the basic fuel 
requirements of our forces were brought in by tankers. 

Mr. Mitier. Can you now, without disclosing confidential infor- 

mation, say how many men we had in Lebanon, roughly ? 

Mr. McGurre. I do not know how much men we had, Mr. Miller. 

Mr. Mixer. I do not think it was in excess of 20,000. 

Mr. McGutre. Offhand, I do not know. It was not 100,000 men. 
I am agreeing with your point. 

Mr. Mitier. And when you say we do not anticipate this, and I 
suppose this is going to be the quick war and we are going to get 
it over with, my memory goes back to 1914 when a war broke out 
in Europe, and I was a young man and had as much hair as you have. 

Mr. McGuire. Thank you. 
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Mr. Miter. I remember reading an article by a British economist 
that was accepted in this country to the effect that the war then 
raging in Europe could not last over 6 months because Germany and 
the rest of the countries would be bankrupt and the war would fal] 
of its own weight. 

I sit on another committee that deals with science and astronautic 
with all of the new gadgetry that we are going into and I have a 
lot of faith in them, but, when we begin to talk about war there have 
been resistances and resistances and would we be justified in ever 
saying that a war is ever going to be a short war? 

Mr. McGutre. I think we must discuss in that context what kind 
of a war we are talking about. You are addressing yourself at the 
moment to what one terms normally as an all-out nuclear-type war. 
There are obviously other types of war that we must plan for. 

Mr. Miniter. And these are the long-drawn-out wars. 

Mr. McGuire. We do not know the ¢ ontext of those. 

Mr. Mitter. Mr. Secretary, I appreciate the straight forward man- 
ner in which you have met the issue here today and I want to com- 
pliment you on it. 

I still think that this is a subject that has to be worked out on the 
highest level in Government. 

Mr. McGutre. Well, I feel very sure that it will as a result of this 
hearing, at one point, but also we are concerned that an examination 
of this whole problem and the proper solution of it must be made 
and some answer found. I am sure that Mr. Allen will tell you that 
the Secretary of Commerce has made a report on this whole field 
which we are commenting on at the moment. I think we are faced 
with a problem here that has been brought about, if you will, rather 
rapidly by a combination of circumstances. 

I am sorry, Mr. Chairman, that I am not better prepared to give 
you the solution to it, but I can assure you that we ourselves are 
worried and trying to find some answer to it and we share with you 
a concern in this field. 

The Cuarrman. You agree that it is an acute problem ? 

Mr. McGuire. Definitely. My problem is how to answer you with 
any satisfaction at this immediate point. 

Mr. Miturr. Before I close, may I pay my compliments to Admiral 
Gano and General Besson, whom I know, for a tough job that they 
are doing very well. 

Admiral Gano. Thank you, sir. 

General Besson. Thank you, sir. 

The Cuamman. Mr. Van Pelt ? 

Mr. Van Pevr. I have no questions. 

The Cuamman. Mr, Ashley? 

Mr. Asutey. Mr. Secretary, you spoke of the continuing and very 
natural difficulty ots our military services in the Department of De- 
fense in making do with the funds that you get as a result of con- 
gressional action each year and this is certainly understandable. 
With costs going up and you being kept at about $40 billion, it is an 
enormous task that is being perfor med. 

Is it your position that, in view of this difficulty of making the 
money stretch to meet all of the tasks that you have to perform, . that 
the services and the Department of Defense can no longer afford to 
subsidize commercial ocean travel? Is that the position ‘that is being 
taken ¢ 
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Mr. McGuire. No, I do not think so. As I stated before, we have 
always followed a policy of shipping by the cheapest method. 

Mr. Asuuey. This has been a form of subsidization, has it not ? 

Mr. McGutre. Not necessarily. As I pointed out to you, the 
spread in the difference of these costs has been accentuated by two 
points : One is the rapid growth of the airlines as demonstrated by 
their own increase in’ ¢ommercial business, and, two, by the sharp 
differential in prices that has taken place in their bidding for this 
business. 

Mr. Asuiry. Let me ask you this. Do you consider it the respon- 
sibility of our Defense Establishment to subsidize commercial ocean 
transportation ? 

Mr. McGurre. We have never, to my knowledge, specifically done 
this in terms of a subsidy. I think I am correct on this. 

Mr. Asuiey. Would you consider it inconsistent to say on the one 
hand that this is not the policy of the Department of Defense and on 
the other to support the Commerce Department in seeking increased 
subsidies for operation of our commercial fleet or certain segments of 
our commercial fleet ? 

Mr. McGuire. I would have some reservations, Mr. Ashley, to hav- 
ing the Department of Defense get into the field of subsidizing be- 
cause I think the Congress, in its wisdom, in setting up the Maritime 
Commission, considers this a field in which the Congress wants to be 
very careful that it is administered in detail. 

Mr. Asuiey. But you are always invited in in considering legisla- 
tion having a bearing on our national defense and the merchant 
marine. 

Mr. McGuire. You are correct. We have, as you know, where this 
matter has been up, assisted the Maritime Administration in seeking 
the moneys and funds that it needed to fulfill what we feel has been 
the intent of the act to havea strong merchant marine. 

Mr. Asnuey. Let me ask you this, then. 

Mr. McGuire. I think this, in all candor. I am trying to be as 
honest as I know how. You must, I think, recognize that the first 
responsibility we have is to have in being a strong force of the highest 
streneth we can attain which gets into the question of priority. I 
think you might well be concerned if the responsibility for financing 
the maritime subsidy phase were in competition, let us say, with a 
Polaris submarine. 

I am not sure you might be happy with this thing over a period of 
time and administration. I personally am not sure it would be in 
the best wisdom, because you have a strong competitive thing there 
I think we will all agree that, in order to utilize these ships in time 
of war, we have to have the combative muscle strength in some of 
the other fields that would be competing for the total dollar. 

Mr. Asnuitey. How many ships are we talking about actually? As 
I understood your colloquy with the chairman, there was the sug- 
gestion that the 16 or 19 ships that you referred to as the nucleus fleet 
would not really be of any substantial advantage because of their 
speed, and I gathered also from other questions that have been di- 
rected to you that we are really talking about three ocean vessels. Is 
that right ? 

Mr. McGutre. I do not think so, no. 

Mr. Asntey. How many are we talking about ? 
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Mr. McGume. Do you want to answer that question ? 

Admiral Gano. The nucleus fleet is 16 ships all of speeds between 
18 and 19 knots. 

Mr. Asutey. What about the commercial fleet that is complaining 
about the competitive aspect of this?) How many ships faster thay 
that? In other words, how many ships that you could actually use, 
how many ships that you could justify having an interest in as far 
as national defense is concerned are being hurt or will be hurt by 
this policy decision about which we apparently are talking? How 
many ships do we have that go 24 or 25 knots? 

Admiral Gano. Commercially ? 

Mr. Asuiry. Yes. 

Admiral Gano. Commercially, we have several ships that go faster 
than 20 knots. There is the U/nited States, the America, the Jnde- 
pendence, and Constitution, primarily. 

Mr. Asutuey. All right. Now, are we interested in subsidizing 
either directly or indirectly ships that cannot be of real value to us 
in time of emergency ? 

Admiral Gano. In a real emergency, I think we will need all of 
them regardless of their speed. 

Mr. McGutre. I think, depending on the type of emergency you 
are talking about, Mr. Congressman, my recollection of the figure— 
and Admiral Gano can check me out on this—is that we will need all 
of this capability that we have including the flag of necessity. There 
are no passenger ships involved in that one, however. 

Admiral Gano. Just tankers and bulk carriers. 

Mr. Asutey. I must say that I am not quite certain with respect 
to the policy that is being enunciated. Since everybody else has re- 
flected their opinion that there should be support of the vessels that 
can actually be used in time of war, I do not see that this is the re- 
sponsibility of the military to subsidize these vessels. It has not been 
up to the present time from what I gather and why it should be 
now I do not understand. 

You have a responsibility to perform a vast myriad number of jobs 
as economically as possible and why you should start shipping people 
from one point to another by a means that is not the most economically 
feasible I am sure I do not understand. 

If the reason is to support for times of emergency our ocean trans- 
portation, then I think we had better know a lot more about our ocean 
transportation, what vessels we are talking about, how much help 
they can actually be, and answer the policy question of whether or 
not this is the basic responsibility of the Department of Defense. 
Until that qeustion is answered, I do not quite see the pertinency of 
2 good many of the questions that we are trying to formulate here. 

Just to add a couple more questions to the heap, what is the differ- 
ence in cost between, let us say, San Francisco and Hawaii for an in- 
dividual on a MSTS nucleus fleet ship and that same individual on 
MSTS commercial? 

Admiral Gano. As I tried to explain a little while ago, Mr. Ashley, 
our rate in MSTS is a consolidated rate or tariff which takes in the 
cost of MSTS ships and also the commercial ships so that the shipper 
service pays a rate that is somewhat lower than the commercial rate. 

Mr. Asutry. But this is at an overall loss, is it? 

Admiral Gano. It is an overall loss to MSTS. 
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Mr. Asutry. So that you cannot say it is cheaper than commercial 
because you are taking a loss on it, is that right ? 

Admiral Gano. That is correct; for that ‘portion of it. 

Mr. Asutey. Then I do not understand your position here. 

You are for cheapness but you are subsidizing and for all you know 
you may be more expensive than the commercial ocean carrier. What 
about that ? 

Admiral Gano. I do not think so. 

Mr. Asutey. You do not think so but you do not have the figures 
and I can see how some of these commercial people can be extremely 
interested in your operation because, if it is more expensive and you 
just write it off the w ay the Post Office does, then I can see that they 
have a pretty good point. 

You can see ‘that, too, can you not? 

Admiral Gano. Yes, but the operation of the Government ship 
would naturally be a little bit lower because you do not take into 
consideration insurance and depreciation of the ship and certain other 
financial factors. 

Mr. Asuiry. Well, it generally is but then sometimes that is not 
true, too. You can have inefficiencies that do not crop up where there 
is competition involved as in many segments of our private economy. 
There are a lot of things that happen in military procurement, for 
example, that do not happen in private industry or at least happen 
toa considerably lesser extent because of the profit motive as against 
no comparable motive in Government service. Would that not be 
true / 

Admiral Gano. Yes, I think so. 

Mr. McGuire. I think, Mr. Ashley, that there is possibly some con- 
fusion here. 

The chairman asked the question as to the true cost, if it could be 
ascertained, which compared with the true cost, let us say, of a com- 
mercial shipper. I think this is the chairman’s question. Now, 
MSTS, in their industrial fund, does have costs and these are the 
accumulation of all their costs that are common to this kind of opera- 
tion. They would not include, for example, Admiral Gano’s salary. 
They would not include depreciation and certain types of insurance. 
However, where they charter or put people on a commercial ship 
they do inciude the elements of depreciation and administration to 
the extent that commercial enterprise includes those elements. They 
include with these costs that the commercial shipper gives to us some 
of the overhead of administering the agency to put out that business 
to the commercial industry. 

Mr. Asniry. Did you not say a few moments ago, or did not one 
of your colleagues say, that the price for transportation MSTS nucleus 
fleet from the west coast to Hawaii has jumped from something like 

$135 to $200-some ? 

Admiral Gano. $280, That is the charge of MSTS to the shipper 
services—the Army, Navy, and Air Force. It was due primarily to 
the raising of rates by Matson from $180 to $300. We felt that in 
order to have an operation that would be a somewhat break-even 
operation we had to raise our MSTS rates in this particular area. 

Mr. Asutry. Mr. Zelenko asked me to inquire for him with respect 
to the number of military people and dependents who are carried each 
year by air. This figure was put at 889,000 in your earlier testimony, 
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348,000 being carried by scheduled or unscheduled commercial airlines 
and 541,000 by military. 

Of the 348,000 commercial, how many of these would be in scheduled 
and how many in nonscheduled aire raft ? 

Colonel Guinpert. May I ask, when you refer to scheduled, are yoy 
speaking of certificated carriers / 


Mr. Asutey. Yes. 


Colonel Gutrgert. This we will find out for you. It will have to | 


be broken out. It is a combination of both under MATS contract. 

Mr. Asutey. When you supply that information, could you include 
this: Mr. Zelenko wanted to know about the insurance, how the in- 
surance differed, if any, in any respect between charter and a regu- 
larly scheduled commercial aircraft. 

(Information will be found beginning on p. 10.) 

Colonel Gurtperr. May I correct a misunderstanding / 

The 348,000 passengers are carried on aircraft under contract to 
MATS. Any carrier may bid on these contracts: the supplemental 

carriers, the certificated carriers, and part 45 carriers, if necessary, 
When they contract to MATS they are all under the same provisions, 

Mr. Asutey. Is there any requirement with respect to safety in- 
spection, and so forth ? 

Mr. McGuire. Oh, yes. 

Colonel GuitBerr. Yes, the provisions are the same for anyone re- 
sponding to the contract which covers every detail of the safety and 
all other factors. 

Mr. Miturr. FAA takes care of that? 

Colonel Gumpert. Yes, they must meet FAA requirements and, in 
addition, MATS has inspectors constantly following those contract 
operations. We have what we call a resident contract supervisor that 
checks periodically at each station those airlines under the contract. 

Mr. Asurey. That answers that question. 

Mr. McGuire. I might add one other point. I think I am correet 
in stating also that MATS asked its troops, or dependents, its pas- 
sengers, to fill ina form and send it to MATS headquarters, a ques- 
tionnaire telling how service was. This is similar to the type of 
questionnaire you see used in commercial air where a company finds 
out how service is. 

Mr. Asutery. Thank you. 

The Cuatrman. In your letter of February 9, you only ment tones 
three ships— the Constitution, Independence, and United Sta 
being over 25 knots. For a fact, we are talking about additional ae 
the America, the Atlantic, the Lurline, the Matsonia, the President 
Wilson, the President Hoover, and the President Cleveland. 

I will ask you, Admiral Gano, do your MSTS ships qualify along 
with these ships that I have just read ? , 

Admiral Gano. No, they do not, sir, as to speed. 

The Cuamman. That is the point. You are running a kind of 
secondhand fleet. These ships are the only ships we have which we 





would call firsthand or dependable ships for the national defense. Is | 


that not correct ? 
Admiral Gano. That is correct as to speed, sir. 
Mr. Asniey. Will you yield, Mr. Chairman / 
The CHARMAN. Yes. 
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Mr. Asuuey. Can you think of any kind of emergency, if we are 
talking about war, nuclear or limited, in which your 19 vessels would 
not be in service right alongside these superior type vessels ? 

Admiral Gano. ‘Tam quite sure they would be. 

Mr. Asuiey. You would dig up everything you could, is that it? 

Mr. McGuire. In fairness, to get this in context, we have had two 
of what I consider to be emergencies, the one in Lebanon and the one 
in Taiwan, and I do not believe we called up any of these ships in 
that condition. 

Mr. Asutey. I do not agree, Mr. Sec —. I do not conceive of 
either one of those being war situations. I said, “war situation.” I 
did not say “emer gency situation.’ 

Mr. McGuire. I was not arguing with you. I was pointing to a 
matter of degree. One of the principal reasons for the nucleus fleet 
isthat you can handle these situations. 

The Cuairman. We have been talking about air against surface. 
This is an extract from Congressmen Shelley’s statement that he 
wishes put in the record. 

He makes this statement : 

Do you remember the Israeli-Egyptian war? Even before the Navy arrived, 

an American Export Line ship, the SS L.ochorda, transported approximately 
300 evacuees from Alexandria, Egypt, to Naples. All commercial air flights 
were canceled— 
That is the situation that is going to exist. All commercial air flights 
were canceled and you are depending on air flights for transportation— 
The airport was under Egyptian military control. It was under bombardment 
as well. The sea was the only avenue of escape for the stranded Americans. 
That is what you are depending on and there is a situation which 
arose in what you would call a brush war. 

Mr. Mailliard ? 

Mr. Matir1arp. I was going to raise a comparable point. 

Let me put it in the form of a 1 question, Mr. Secretary. 

When we are trying to find solutions to these complicated problems, 
do you not think that we have to take it from an over rall Government 
point of view rather than a dep artmental point of view ? 

Mr. McGuire. I think we are trying to do that and, if I may point 
out to you, Mr. Mailliard, we are working with Commerce in trying to 
seek a solution to this thing. I had not meant to convey that I am not 
part of the U.S. Government nor that the Department of Defense is 
not part of it. Wecertainly are. 

Mr. Maruutarp. It seems to me that, as in the example that the 
chairman read out of Mr. Shelley’s statement here, this really is not 
a defense responsibility and it was probably the State Department 
that got this ship diverted, but this is still for a very vital national 
purpose and was brought about by an emergency where Admiral 
Gano’s ships had to be “supplemented for national defense purposes. 

We talk about the cost but it always ends up by being cost to the 
Department of Defense, not necessarily cost to the U.S. Government. 

Mr. McGuire. Well, I personally feel that we have a responsi- 
bility in the Department of Defense to not hide within that budget 





and I did not mean this improperly—elements of cost that ought to 
stand out on their own feet so that we know what they are. 

Mr. Martriarp. I agree with that, but, if you have a situation where 
a moderate increase in Defense Department costs would produce a 
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corresponding or greater decrease in the Department of Commerce's 
cost, surely somebody ought to have the responsibility to see to it 
that. Defense asks for more if thereby somebody else can ask for legs, 

It seems to me that in this situation this is a real possibility. 

Mr. McGuire. I may be wrong in my interpretation of this, Mr, 
Congressman, but in the past as to the problem of the subsidy of 
the lines, the money phase of it, as I stated earlier, Congress, in its 
wisdom, wanted to ‘keep this separate to identify it and ‘know what 
was going on in this field whereas, as long as we have raised this 
point in discussion, if it got into being buried in a charge no one 
would know in reality what this cost is. 

Mr. Maitiiarp. I would not quite agree with that because it is 
not very difficult for us to get the figures from MSTS as to what 
they have paid to the subsidized lines in any one year for defense 
transportation so that those figures are not hidden. Anybody that 
wants to find them can find them but I think it would be true and 
would seem to me that the Defense Department, in coordination 
with whatever other departments are involved, ought not to ignore 
the fact that perhaps a relatively small amount of business, maybe 
at an additional cost to the Defense Department, might have quite 
an impact on our recapture of subsidies and upon the operation of 
the SS United States. 

I realize that, ordinarily, no one in the Defense Department would 
have this responsibility, but I think this is one of the reasons that 
we wanted to air this subject before this committee that these are 
factors which are not inconsiderable when it comes to the national 
problem. 

I wanted to ask you one question, too, on the rather bargain prices 
which you are getting from these contract air carriers which is a 
relatively new dev elopment brought about primarily, I would assume, 
because of the replacement. by jets of a large number of still serv- 
iceable piston-type aircraft that relatively knocked down prices, 

Mr. McGuire. Well, I think anyone familiar with the situation 
recognizes the impact of this going on in the airlines. 

Mr. Matmuiarp. I can understand, and certainly if I were running 
a business and could get this kind of a bargain I would grab it as 
fast as I could get it; but have you considered the fact that these 
contract carriers are able to provide you with this price using ob- 
solescent equipment at least? It is not obsolescent but the jets are 

rapidly making them obsolescent. 

Would it not be quite possible that although you might save appro- 
priated funds in a given year that you are using a waning asset and 
might find yourself i in a reasonable length of time with an unusable 
asset that you have been supporting ? 

Mr. McGume. Actually, Mr. Mailliard, in the airline phase of this 
thing, they have a capability really in excess of our needs in the 
passenger field. The real differential or the real oe: in the air- 
line industry, as such, is in the cargo field and I think all of our 
testimony has borne this out very strongly. The problem is really 
not in this passenger area as far as the “airlines are concerned. In 
fact, I would say, they have a surplus in the passenger field. 

Mr. Marirtarp. I think that is the surplus that is giving you your 
bargain prices. 
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Mr. McGuire. I think this is a reasonable assumption. 

Mr. Matiuiarp. But I still think from a longer range point of view 
you have to recognize this as a waning asset that you are supporting 
and if by supporting it, even though you get temporary economic 
benefit out of it, you are losing quality in your long-range assets 
which you need. This ought to be evaluated rather than just fuss 
with this year’s appropriation. You have to figure what you are 
buying in the long run. 

This brings me to the third question, that on the question of sub- 
sidy perfectly clearly you are subsidizing MSTS 100 percent. 

Mr. McGuire. Yes. This is part of a military mission in our 
opinion that the Chiefs have said that we must have just the same 
as we must have, for example, an aircraft carrier or a B-52. 

Mr. Matxuiarp. Then does that not get us to the $64 question? 

Mr. McGuire. I do not think that is a subsidy in the same termi- 
nology. 

Mr. Maruurarp. Perhaps not, but what I am getting at is that you 
were going, under your present plans, to pay more to use the nucleus 
fleet because you have to keep it anyway and therefore it is better to 
support it with transportation money. 

Mr. McGuire. Let me put it this way. We have taken a position 
that we should utilize these things that we must keep in being. We 
have done the same thing in MATS, and made it pay for itself. If 
we were to sail these nucleus ships empty, if you will, that would 
in effect increase the overall costs of the operation of the Department 
of Defense. 

Mr. Maiturarpv. Then, Mr. Secretary, it seems to me we get to the 
real nub of this thing and that is: Are these faster and better com- 
mercial ships any less valuable or any less vital as a military adjunct 
than your nucleus fleet ? 

Mr. McGuire. I will let Admiral Gano take a crack at that one. 

Admiral Gano. I would say they are just as vital and are figured 
into our war plans just the same as our MSTS nucleus fleet. 

Mr. McGuire. I think we have this point here, Mr. Congressman, 
that is new in this problem. Up until the recent past, the question 
of the survival of the American-flag passenger-carrying vessels has 
not been one that was predicated on whether or not they got busi- 
ness in cabin-class passengers from the Department of Defense. As 
I tried to point out, the amount of cabin-class type passenger lift 
back in the early fifties and late forties was very insignificant and, 
as we moved people overseas, there was a new factor that came in. 

Mr. Marurarp. May | interrupt? 

I am sure that, one, you understand that the reason this exists now 
and did not exist then is that you did not then have the Constitution 
and /ndependence and United States. 

Mr. McGutre. I am not addressing myself to that point. 

Mr. Marut1Arp. I think it is significant that you were then talking 
about warbuilt ships, and the pressure on the companies has become 
very much greater as they have acquired modern vessels, and I believe 
that very closely tied in with this problem we are discussing today is 
the question, Are we going to replace the America with a modern 
ship? Are we going to have these really high quality ships? 
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The two questions that the administration has not decided upon, 
and I do not think it is wholly defense, but it is the overall national 
policy and they are tied together, in my opinion, is this: Are we going 
to put up the money to build more of these ships to keep a high ca- 
a ity for troop carrying in an emergency, and are we going to at- 
tempt within reason to supply enough business so that not only will 
we be able to put up the money for them but will the private operator 
who has to put up a lot of money be willing to do it, too? 

1 would hope as a result of this we would get some concentrated 
attention not just by your Department. I think we ought to know, 
We passed a bill to authorize a couple of very expensive ships. The 
President signed the bill. He has not recommended funds to imple- 
ment that bill, and I understand the complexities that are involved 
in this thing, but I think it is tremendously important to this com- 
mittee because we are not such blind adherents to the American 
merchant marine that we want to throw money down the rathole if 
it is not needed for the national defense. 

Thank you, Mr. Chairman. 

The Pee May I ask, Admiral Gano, since your fleet is a 
second-class fleet, is there any plan or program in the national de- 
fense to bring your fleet up to the standard of ships that the present 
witness has cited in his letter of February 9, 1960? 

Admiral Gano. Well, sir. we are very concerned that we do have 
a fleet that is inferior in speed. 

The Cuatmman. I know that; but is there any considerstion being 
civen to this problem by the Secretary of Defense? The Secretary’s 
letter points out the state of these ships, and you testified that they 
are far from superior and you have done everything in the meantime 
to improve air transportation. Are there any plans, since we are 
abandoning support for these ships operated by private industry that 
heretofore were regarded as a necessity to the national defense—is 
anything being done in this program to upgrade your fleet? Answer 
“Yes” or “No.” 

Admiral Gano. Yes; there is, sir. 

The Cuarrman. When are you going to build some ships, sir? 

Admiral Gano. We have a program now before the Department 
of Defense to build new transports. 

The Cuatrman. If that is the case, then we have already author- 
ized the building of the two modern ships for which there is no money 
appropriated that will be an asset to the n: itional defense and will be 
operated more cheaply than your ships. It isa puzzle. If they will 
not appropriate money for these that can be operated economically, 
I cannot understand this. 

I have no fight against your MSTS. If we cannot get any appro- 
priations there, how in the world can you get something to upgrade 
your fleet ? 

Admiral Gano. We have not yet, sir. 

The Cuarrman. Of course, you get anything in the national de- 
fense but, as Jerry Land said, you are just operating some tubs. 

Mr. Downing? 

Mr. Dow NING. I havea few questions. 

Mr. Secretary, as I understand it, effective September, the regula- 
tion will discontinue the use of American ships in Department of 
Defense transportation; is that correct ? 
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Mr. McGuire. I think this is the position we find ourselves in; yes, 
sir. 

Mr. Downtne. Has the Department had a chance to make a study 
of the impact which this will have on the merchant marine / 

Mr. McGutre. No; we have not. 

Mr. Down1na. That leads up to my next question. 

Would it not be reasonable to suggest that there be a postponement 
of this effective date to, say, some reasonable date, January 1, during 
which time a complete study can be made to evaluate the true position 
of the merchant marine in the Department of Defense setup? 

Mr. McGuire. I would point out to you, Mr. Downing, that your 
problem is compounded by the problem we find in our fiscal capabil- 
ities, and I said that this was one of a number of things that would 
have to be done, it seemed to me. 

Mr. Downine. How much money would we be talking about if 
you postponed the effective date to January 14 

Mr. McGuire. I cannot answer that question. I know that it will 
yyramid. It is like anything else. If you cover a period of 12 months 
and do not do anything about it, for, say, 6 months, if this is the final 
solution of this thing, you are going to have to do double in the last 
6 months. 

Mr. Downrne. I think you have more or less agreed that there has 
to be some high level study made as to the true position of the mer- 
chant marine in your Defense Department. It seems to me that you 
could very well postpone this effective date a little bit and make this 
study and then come forth with your suggestions. 

It may be that this impact will severely cripple our merchant ma- 
rine. I certainly wish the Secretary would take that under 
consideration. 

Mr. McGuire. I have tried to be as candid as I can be in the 
problem. 

Mr. Downine. You certainly have. I compliment you. 

Mr. McGuire. It seems to me that if I were to leave the impression 
here that these steps that have been taken were to be rescinded or held 
up, and we do not have any factual basis to make such a decision at 
the moment, then I would be somewhat misleading you. There are 
many other aspects in the problem. 

The Cuarrman. Do you think that the discussion that has gone 
on here is sufficient basis that you can reconsider the question he is 
asking you? 

Mr. McGuire. I am perfectly willing. 

The Cratrman. I do think so. 

Mr. McGuire. I have said, sir, that I think this is a problem that 
we should try to find the answer to. What I am trying to say, in 
answering the Congressman’s question, is that I do not want to leave 
an impression that we have avoided the fact in this matter. I think 
the Department of Defense thinks it is right in what it has done or 
had to do. We do not like some of the consequences of this thing and 
we are going to have to study out some of the aspects of it. 

Now, I just want to be clear that we are not stepping away from 
ihe problem. It is still here with us. 

Mr. Downrne. I am thinking of the damage that might be incurred 
while you are studying the problem. If you could put this off and 
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study it during the interim and then come up with your conclusion, 
I think it would be much more equitable. 

Mr. McGuire. Well, the people handling this aspect of their fiscal] 
problem have deemed it in their judgment and with review of the 
service people involved, the secretariat, that this was the course open 
to them. 

Mr. Downtinc. But you do not know the impact that it will have 
on your merchant marine ¢ 

Mr. McGuire. No; I do not, sir. I know there is a difference of 
opinion on this and I am not using it as an argument but let us say 
that the amount involved goes from $7 to $11 million or thereabouts, 
depending on how you figure it. I really cannot see that the $7 to 
$11 million for cabin passengers will destroy the merchant marine. It 
is a fairly big-sized business. 

Mr. Downine. I may be mistaken on this, but I heard of one line 
where there were 700 cancellations which, if that is true, would be a 
crippling blow to that line. 

Mr. McGuire. This is true on Matson, I understand. 

Mr. Downrna. It is true? 

Mr. McGuire. Yes, sir. 

Mr. Downtna. I agreed with Mr. Tollefson’s statement. Every- 
body from the President on down is urging a strong merchant marine 
and it seems to me that everybody is trying to sink every boat we have. 
We even have to pass a Jaw to compel the Government to ship 50 per- 
cent of everything that goes overseas by American bottoms. I under- 
stand we ship 53.4 percent. 

Mr. Mitirr. And it is always up for repeal. 

Mr. Downrnec. We are all vitally interested in this question, and 
I know you are, too, and I wish you would give some thought to con- 
sidering a ene 

Mr. McGuire. I am trying not to be misleading. This is a prob- 
lem and it would be silly for me to sit here and say that we are not 
concerned with it. We are. We have been working with Maritime 
and it has been suggested that the overall Government future aspect 
of this thing has to be studied, too. 

Mr. Downinc. Pardon me. Did Maritime concur in this? 

Mr. McGuire. I do not believe so,no. Now, we have, as we pointed 
out to Mr. Mailliard earlier, 2 new factor that has been brought into 
this of the defense impact of this as being so vitally important to the 
very maintenance of the fleet. I did not mean to imply that we are 
not in a position of being openminded to try to seek and find a solution 
to this thing. 

Mr. Down1na. That is after you cut the head off. 

Mr. McGuire. That has been done, sir, and the plans have been 
based on that and these plans in themselves do not solve the problem 
by any manner of means in the overall fiscal aspect of how they are 
going to run this area. 

This gets involved, as I tried to point out, in a good many corollary 
problems of morale, welfare of personnel, and that type of thing. 

The CuarrMan. I have just a short question. Your overall travel 
budget was cut 10 percent? 

Mr. McGurre. I do not really know, Mr. Chairman, what the budget 
was cut. 
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The CHamMan. I mean the overall budget in the Department of 
Defense. Say it is cut 10 percent. Would it not be fair to just cut 
this waterborne transportation 10 percent ? 

Mr. McGuire. What is that? 

The Cuairman. If your overall travel budget is cut 10 percent, 
would it not be fair to, say, then cut the waterborne transportation 
10 percent until you can give this matter further consideration ? 

Mr. McGuire. I do not know that I can really answer that question, 
in all candor. The people who are handling the administration of the 
budget aspect have done this. The cut is going to be on a factual basis 
more than the 10 percent because our own planned cut in this field, 
without a congressional cut, provided $10 million less than in the 
year previous. That isthe — I am trying to make. 

The Cuarrman. Mr. Pelly, I am sorry. 

Mr. Petxiy. Possibly you could put this in the record because I 
may have to go to the quorum call. 

Mr. McGuire. Yes, sir. 

Mr. Petzy. In Mr. Bull’s testimony, he referred to the Committee 
on Appropriations having spelled out that the Defense Department 
assure that U.S.-flag carriers are utilized to the fullest practical 
extent. 

Mr. McGurre. That is right. 

Mr. Petry. You have a direct ive, do you, that the U.S.-flag surface 
carriers will not be utilized at the present time? 

Mr. McGuire. No. 

Mr. Petty. But you ~~ that that order has gone out. 

Mr. McGuire. No. I do not think that it is in terms of a directive. 
The military ca have elected that they will use the air which 
is cheaper in this respect. 

Mr. Petiy. But is that not completely inconsistent with what the 
Committee on Appropriations suggested ? 

Mr. McGuire. I do not think so, Mr. Pelly; no. 

Mr. Pretiy. It seems so to me. 

I would like to have in the record at this point, or at least put in 
at such time as you are able to learn what your appropriation is and 
how much reduction there is in it, an explanation of how you propose 
to meet the appropriation reduction and to effect economies in line 
with the reduction that you receive so that later on I can go back 
and read this report and see exactly what position the Defense Depart- 
ment has taken in view of the Appropriations Committee’s reduction. 

(Information requested was not. supplied.) 

Mr. Petty. Thank you, Mr. Chairman. 

The CuHairnman. We have some more time. 

Mr. Petty. That is all right, Mr. Chairman. 

Mr. Downtna. May I ask another question ? 

The CHarrMan. Yes, sir. 

Mr. Downrne. So, after September, if this regulation is effective, 
any military personnel going overseas have to go by air regardless 
of whether they want to go or not. There may be people who are 
frightened. 

Mr. McGuire. I would have to ask the services. This has been an 
administrative problem within the services. I will have to ask the 
services what their position is. 
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General Besson. When there is a medical reason not to travel by air 
the passenger will go by surface and in any place where commercial 
surface might be cheaper than commercial air, we would utilize it, 
or in areas where there is no commercial air service available. 

Mr. McGuire. I am not in the operating business in this respect but 
I would say that. there will be cases where it would be more convenient 
for an individual to go by surface than to wait for a group trip, 
This would be my interpretation of the proper answer to your question, 

Mr. Downrna. I am concerned about the timing of this thing. Has 
the industry known for some while that you were going to discon- 
tinue this use of transportation ? 

Mr. McGuire. Not this last one. No, sir. 

Mr. Downtna. I do not think it is fair. 

That is all the questions I have at this time. 

Mr. Petty. Mr. Chairman. 

The CHarrman. Mr. Pelly. 

Mr. Petry. It would seem to me that when the conference report 
on the military appropriations bill comes before the House that it 
would be appropriate if this committee took up and raised the issue 
as to whether they really meant what they said when they spelled 
out that U.S.-flag carriers are to be utilized to the fullest practical 
extent and whether their cuts would necessitate the action which the 
military has taken. 

I think we should get an explanation because it does not seem to me 
that it is consistent to cut off all the surface transportation for mili- 
tary personnel. 

The CrarrmMan. Are you reading from the House report ? 

Mr. Petiy. The quote from Mr. Bull’s testimony from the Ap- 
propriations Committee report made in April. 

The CHarrmMan. That was after this committee appeared over 
there. 

Mr. Petry. That is correct. It does seem to me that their action 
may or may not be consistent with that statement. 

Mr. Totiterson. Will the gentleman yield there? 

Mr. Petuy. Yes. 

Mr. Tortterson. The chairman and I and one or two other people 
appeared before the Appropriations Committee in connection with 
this very matter and the Appropriations Committee members told 
us and it is in the hearings, that there was no point in telling the 
military to use sealift because they would not pay any attention 
to the Appropriations Committee. That is in the hearings. The 
chairman remembers that. 

The CHatrMan. That is pretty strong language. 

Mr. Petuiy. By the testimony here today. 

Mr. McGuire. All I can say to that, Mr. Chairman, is that since 
T have been down here I have heard nothing but the Appropriations 
Committee. 

I would say they pay a lot of attention to them. 

Mr. Totrerson. This is part of their hearing on this point. 

Mr. McGurre. I think that was Congressman Flood’s statement. 

Mr. Totierson. Principally Congressman Flood but he had some 
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The Cuarrman. At this point, you may put in the record Mr. 
Shelley’s statement before the Defense Appropriation Subcommittee. 
(The statement follows :) 


STATEMENT BY Hon. JOHN F.. SHELLEY BEFORE THE SUBCOMMITTEE ON DEFENSE 
APPROPRIATIONS, APRIL 5, 1960 


Mr. Chairman, I would like to associate myself with the distinguished gentle- 
man from North Carolina, the chairman of the Committee on Merchant Marine 
and Fisheries—Herbert Bonner. 

Several years ago when I served on that same committee I was honored to 
be chairman of a special subcommittee dealing with problems concerning the 
few really modern passenger ships—potential troopships, if you will—that we 
have under the American flag. 

I feel I know something about this subject. 

I, therefore, want to add my endorsement to the recommendation just made 
by the chairman of the Merchant Marine Committee. 

None of us can ignore the importance of airlift in the movement of troops, 
and even their dependents, under today’s conditions. Most of us have traveled 
on the new jet planes, and we know the remarkable speed and comfort they 
provide in getting across great distances in a hurry. More of us probably 
know the vastly efficient and fast, super, piston-driven planes such as the DC—7. 

But can we depend solely on these great modern machines to evacuate 
citizens—to transport troops—to maintain operations after a massive nuclear 
attack? 

Can we afford to neglect to support the most effective and—in the long run— 
the cheapest means of moving large bodies of persons—the American-flag 
passenger ship? 

Relatively few airports in the world can handle the big new jets. What 
happens to planes in the air when their landing fields are disabled? What 
happens when fog and other adverse weather conditions prevail? Maybe for 
days. 

Gentlemen, I have no quarrel with the decision reached last year to assure 
the maintenance of an adequate civil air fleet by trying to guarantee a reason- 
able amount of military transportation costs for commercial aviation—both 
passenger and cargo. 

But what I am afraid of—what I believe is happening—is that this com- 
mittee’s directive that $85 million should be used for commercial military 
airlift is being distorted so that the concept of balanced forces is being ignored 
in this vital field of peacetime and wartime transport. 

You have read of the recent Caribbean and Central American war games. 
As I read and hear about it, that experience proves the danger of dependence 
upon one means of transport. A full half of MATS was diverted from normal 
operations, but was nevertheless severely strained to carry 20,000 soldiers to 
a nearby Caribbean island under our own flag. But most of the probable trouble 
spots are across the world. 

Do you know that the SS United States is capable within a few days of lifting 
a whole division—equipped—across the Atlantic in less than 5 days. The SS 
Independence and Constitution can be combat ready in as short a period of time. 

We don’t have as many modern American-flag passenger ships as we should 
have—as the military have repeatedly said we should have—but we would be 
stupid not to assure support of those we do have and continue to develop a 
dependable nucleus of newer ones to keep our transport potential in balance. 

Do you remember Korea? Eighty-five percent of cargo and military personnel 
was moved by American-flag merchant ships. An American merchant ship, the 
SS Meredith Victory, evacuated 14,000 refugees from Hungnam on one voyage 
just as the Communists entered the city vowing to slaughter anyone found 
there. Under those conditions 140 would have been lucky to have gotten out 
alive by air. 

Do you remember the Israeli-Egyptian war? Even before the Navy arrived, 
an American Export Line ship, the SS E«ochorda, transported approximately 
300 evacuees from Alexandria, Egypt, to Naples. All commercial air flights 
were canceled, The airport was under Egyptian military control. It was under 
bombardment as well. The sea was the only avenue of escape for the stranded 
Americans. 
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Our national policy already contemplates peacetime support of the merchant 
marine as a military auxiliary. But it appears that in the fierce competition 
for funds under today’s conditions, it is necessary to take some action such 
as that here proposed to keep the situation under control. 

As a member of the Subcommittee on Commerce of this committee, I appregj- 
ate the opportunity to appear here today. 

Thank you, Mr. Chairman. And I hope that you will adopt the proposal of 
the chairman of the Committee on Merchant Marine and Fisheries. 

The Cuatrman. Mr. Secretary, thank you very much. 

And I thank your staff for your assistance. 

Mr. McGume. Thank you very much, Mr. Bonner. 

The CHAtrmMaAn. The committee will recess until tomorrow morn- 
ing at 10 o’clock when we will take up the next witness, the Under 
Secretary of Commerce, Mr. Allen, and Mr. Ford, the Acting Mari- 
time Administrator. 

(Whereupon, at 12:15 p.m., the subcommittee adjourned, to re- 
convene at 10 a.m., Thursday, June 30, 1960.) 
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THURSDAY, JUNE 30, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MercHANT MARINE 
OF THE COMMITTEE ON MERCHANT Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to adjournment, in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman 
of the committee) presiding. 

Present: Representatives Bonner, Miller, Zelenko, Downing, and 
Tollefson. 

Staff members present: John M. Drewry, chief counsel, and Wil- 
liam B. Winfield, chief clerk. 

The Cuarrman. The committee will come to order. 

The first witness this morning is Mr. Allen, the Under Secretary 
of Commerce. 


STATEMENT OF HON. JOHN J. ALLEN, JR., UNDER SECRETARY OF 
COMMERCE FOR TRANSPORTATION, U.S. DEPARTMENT OF 
COMMERCE 


Mr. Auten. Mr. Chairman, I appreciate the opportunity to present 
the views of the Department. Admiral Ford is also here. He will 
present the views of the Maritime Administration in greater detail. 

I have a short statement which I would propose to offer for the 
record and summarize even more briefly. 

Mr. Chairman, may the statement be included in the record at 
this point ? 

The CuatrmMan. Yes, sir. 

(The statement follows :) 


U.S. DEPARTMENT OF COMMERCE, 
Washington, D.C. 


STATEMENT OF Hon. JOHN J. ALLEN, JR., UNDER SECRETARY OF COMMERCE FOR 
TRANSPORTATION 


Mr. Chairman, members of the committee, I appreciate this opportunity to 
present the views of the Department of Commerce with respect to the oversea 
transportation of military personnel and their dependents. 

The Department of Defense has embarked upon a program to gradually divert 
the transportation of military personnel and their dependents assigned, or 
directed to proceed overseas, from surface ocean shipping to air transport. 

Although such a program has been underway for some time, with the Depart- 
ment of the Air Force airlifting approximately 94 percent of the oversea move- 
ments of its military personnel and dependents, the Department of the Navy 55 
percent, and the Department of the Army 37 percent, my first attention as Under 
Secretary was directed to this program in May of 1959. At that time the Depart- 


37 








38 DEFENSE PERSONNEL TRANSPORTATION POLICY 


ment of Defense was studying plans to commence in October 1959 to gradually 
substitute air transport for substantially all sea transport in moving military 
personnel and dependents to and from oversea stations. The plan called for a 
decrease in surface movements by about 10 percent each month with a corre- 
sponding increase in movement by air so as to reach a practical minimum yig 
surface carriers by July 1 of this year. Savings in transportation cost is said to 
be the motivating factor. 

Travel by air and ocean shipping by Defense personnel at public expense jg 
authorized by section 203(b) of the Federal Aviation Act of 1958 and section 
901(a) of the Merchant Marine Act of 1936, as amended. Purchase of transporta- 
tion by air or water by Defense is authorized, either under tariff rates, or by 
contracts entered into by negotiations or advertisements for bid under the 
Armed Services Procurement Act of 1947. At present defense air and ocean 
shipping transportation requirements are satisfied by use of (1) organic, logistie 
air transport and ocean shipping services, or (2) purchase of transportation 
from commercial air and ocean carriers. Commercial transportation by air or 
ocean carriers is available to Defense personnel by both American- and foreign- 
flag carriers. 

The interest of this Department, of course, stems from its responsibility under 
Reorganization Plan No. 21 of 1950 for the development of overall transportation 
policy in the executive branch. 

The Department of Commerce recognizes that adequate and modern U.S. air 
and ocean shipping fleets are imperative to meet our commerce and defense 
requirements. In the troubled state of world affairs it would appear to be ex- 
tremely foolhardy to take any action. which would in any way result in a 
gradual deterioration of either of those industries. 

In the recent report on transportation policy and program of the Secretary to 
the President we dealt at some length with (@) the role of the U.S. Government 
in developing and implementing transportation policy, (0) the need for the 
maintenance of adequate and modern commercial air and ocean shipping fleets, 
and (c) the procurement of services by the Government from these commercial 
carriers. 

With respect to the role of the United States in the development of transporta- 
tion policy it was stated on page 3 that: 

“Federal policies must be neutral between competing carriers. No carrier 
group should get unfair advantage through Federal promotion, user charge, 
subsidy, taxation, or routing of Federal traffic.” 

The need for the maintenance of adequate and modern air and ocean shipping 
fleets is expressed on page 23 and reads as follows: 

“National survival requires guaranteed effective transportation for possible 
war fronts and the home front * * *. The best solution occurs when the normal 
peacetime economy develops a transportation system adequate for wartime.” 

Procurement was discussed in the following manner on page 23: 

“The Government should route its own traffic by the mode of transportation 
that gains it the greatest overall economic advantage of minimizing total distri- 
bution cost. It should route the great bulk of its traffic by common carriers 
at reasonable cost-related rates. Military and other Government procurement 
of transportation should conform to general national transportation policy as 
fully as private shippers. 

“The primary principle of economic self-interest should be modified only for 
clearly justified reasons of national defense or national interest.” 

From the foregoing, it is concluded that the policy of purchasing transporta- 
tion by the Defense Department for the transportation of military personnel 
and their dependents overseas should reflect the need of the United States for 
reliance upon both U.S.-flag air and ocean shipping and that any policy which 
would ultimately place sole reliance on one form of transportation would not 
be desirable. 


Mr. Auten. Mr. Chairman, the interest of the Department stems 
from the responsibility under Reorganization Plan No. 21 of 1950 
which gives it the responsibility for the development of overall trans- 
portation policy in the executive branch. 

I was rather interested to listen to Secretary McGuire yesterday 
because I realized that most of the problems he discussed are the same 
as those that come over my desk except that the point of view was a 
little different. 
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In the recent report on transportation policy and program of the 

Secretary to the President we dealt at some length with (a) the role 
of the U.S. Government in developing and implementing transporta- 
tion policy, (d) the need for the maintenance of adequate and modern 
commerce ‘ial air and ocean shipping fleets, and (¢) the procurement 
of services by the Government from these commercial carriers 

I think our conclusion is the important part of my statement, which 
was in this language: 

The Government should route its own traffic by the mode of transportation 
that gains it the greatest overall economic advantage of minimizing total 
distribution cost. It should route the great bulk of its traffic by common 
carriers at reasonable cost-related rates. Military and other Government pro- 
curement of transportation should conform to general national transportation 
policy as fully as private shippers. 

We concluded that the policy of purchasing transportation by the 
Defense Department for the transportation of military personnel and 
their dependents overseas should reflect the need of the United States 
for reliance upon both U.S. flag air and ocean shipping and that any 
policy which would ultimately place sole reliance on one form of 
transportation would not be desirable. 

Thank you, sir. 

The CuatrmMan. Mr. Tollefson. 

Mr. Toutiterson. Mr. Allen, Mr. Mailliard yesterday made a good 
point, as I understood his questioning. That was that while we have 
Military Sea Transport Service with a nucleus of 16 ships, actually 
the passenger vessels privately owned are also part of that nucleus 
fleet because, if we got into a war and following past experience, 
would not the Government take those passenger ships and operate 
them ¢ 

Mr. Auten. Yes, they would. They not only would take them if 
we got into a war, but they take them from time to time for emer- 
wency service as was indicated they did in the Egyptian transaction, 
so that they are not only immediately available but they are, by the 
nature of the subsidized program, placed in position around the globe 
so that they are likely to be more available than any other ships that 
our Government could obtain. 

Mr. Totiterson. While the United States maintains its nucleus 
MSTS fleet and P ays for the total cost thereof in every aspect, on the 
other hand the Government has this other nucleus fleet privately 
owned and privately operated which, except for the subsidy, is oper- 
ated and paid for private enterprise. What I am trying to say is that 
here we have a nucleus fleet which does not cost the Government ne: urly 
as much as the nucleus MSTS fleet. 

Mr. Auten. I think that is true and I think if you had asked the 
same question of Mr. McGuire, he would have made the reply that 
it is true, 

Mr, Totierson. I wish he had gone into it a little further when Mr. 
McGuire was here yesterday because he was talking very much about 
saving dollars and here we have an excellent illustration of the Gov- 
ernment actually saving dollars. 

Mr. Auten. I think it is a question of whether he is saving dollars 
for a very shortrun period working against the number of appro- 
priated dollars he has as against the overall costs over a long period, 
which is a different problem. 
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Mr. TottErson. It did seem as though the Department of Defense 
was taking advantage of a situation which probably will not exist 
very long, namely, the utilization of these piston-operated aircraft 
which have been displaced by jets; and those planes probably will not 
be in existence very long. hen their life expectancy is at the end, 
the Department of Defense cannot make this kind of a deal with the 
regular transports. 

Mr. Aten. Our conclusion in the transportation policy report was 
that in the long run the greatest utilization possible of common car- 
riage would be the cheapest for the Government and the taxpayers 
and all concerned as well as the private shippers. 

Mr. Totterson. As I read your statement, you think the military 
ought to utilize some commercial ships ? 

Mr. Auten. Oh, yes, and I like to give credit where credit is due, 
As I remember the high point in the MSTS operation, they had some 
600 ships and it was quite a difficult task to bring that down to 16, 
but I will give them credit for getting it down there. 

Mr. Totterson. We have had a couple of good heads of MSTS and 
one of them is sitting in the room now. 

That is all, Mr. Chairman. 

Mr. Mixer (presiding). Mr. Allen, I think the pronouncement on 
transportation policy is a very good one but after all it is only a pro- 
nouncement, so many words. While it comes from a high Govern- 
ment agency, it is not binding throughout the Government and the 
Department of Defense at the first opportunity pays no attention to 
this great pronouncement. 

Yesterday I suggested to Mr. McGuire, and I think you were here, 
that perhaps this whole matter should be referred to some superior 
agency in Government, one that is directly under the White House, 
such as the National Security Council, to make the determination as 
to what this policy should be and then put some teeth into the policy. 

The White House is the only agency that can do this. 

I assume that the National Security Council would be the proper 
one there. 

Do you think that that is a proper approach to this problem ? 

Mr. Atren. It think it is part of the proper approach. I doubt 
that it is a simple problem and I think there are many factors to take 
into consideration. 

In our transportation report, we indicated that the present invest- 
ments and the patterns and the placement of skills amongst working- 
men, the great variety of considerations of that sort, were so great 
that the change to a more desirable condition was bound to take an 
appreciable length of time, and we set in that report a period of 10 
years as being one in which the changes we thought were desirable 
might be brought about and the immediate objective was to estab- 
lish trends and reverse trends that were not too favorable. 

Along with that is the development that has been called for for 
many years of a staff within the executive branch that would be a 
transportation policy staff having regard to all transportation modes 
and facilities and their uses for national defense, commercial traffic 
and post office traffic. That is beginning to take shape in the Office of 
the Under Secretary for Transportation, and, on the more strictly de- 
fense side of the requirements, the National Security Council has the 
greatest burden. 
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All of these, I think, are working now in much more the same direc- 
tion than they were not too long ago. 

Mr. TotueFson. I do not question that they are working in the 
direction and they are coming out with these pronouncements, but 
we are all conscious of the pressures that take place to save dollars 
within a department and when the Defense budget is clipped and re- 
duced, the people in Defense are going to turn to the place where they 
can save money. 

At this particular time, though it be a short-time saving, it is a 
saving they can put into effect immediately. Surely you are going to 

ay for it in the long run and the taxpayer is going to pay for this 
immediate saving that is put in here by increasing either the sub- 
sidiaries for shipping or letting shipping go by the board, and they 
are not going to let it go by the board. Someplace up and down the 
line we have to quit the studying and get someplace where positive 
decisions can be made and positive decisions enforced, is that correct ? 

Mr. AuLEN. That is correct. 

Mr. Totterson. Then the responsibility for this thing is going to 
rest at a high level because it actually represents a conflict between two 
branches of Government; you, who are trying to protect transporta- 
tion in this country through your office, and somebody who says, “ Yes, 
you are right and we need this transportation and we have to have it in 
time of war and do not take this away from us,” but, under the pres- 
sure of our budgetary system, with all those mouthings, go out and 
violate the very rules of the game, is that not a fact? 

Mr. Auten. I think to an extent that is right. I think to a great 
extent all of the desirable programs are cut down because of the 
budgetary limitations. 

I thought, just to sort of reminisce, Mr. Chairman, that it was 
rather encouraging yesterday to see the Assistant Secretary of De- 
fense sitting here rather than a representative of one of the depart- 
ments of the armed services, and he was flanked by high officers of 
Navy and Army and Air. That is the first time I ever saw that happen 
in this room. 

Mr. Touuerson. I think it is very fine. I think Mr, Perkins Mc- 
Guire did a wonderful job. I know he realizes this thing as we all do, 
but I am still convinced that the pressure has to come from on top and 
the decision has to be made at a higher level than one department. 

I yield to the chairman. 

Mr. Auten. I think the presentation indicates that the decisions 
are getting up to a rather high level. 

The CHarmman. Mr. Zelenko. 

Mr. ZeLen«Ko. I did not have an opportunity to make any observa- 
tions yesterday but I would like to make one now. 

I think that this decision to eliminate water travel is one that was 
made a high level. 

The Department of Defense, I think, has been revealed as one that 
has been not too frugal. It has been quite wasteful in its pro- 
curement. I think that they have looked around now to find some 
area to mitigate the effect of that wastefulness. 

There is this question of the billion and a half dollars’ worth of 
waste in the procurement of the Navy as exposed by Senator Douglas. 
They are looking around to find the smallest, most minute area in 
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which they are going to save some money to'show the public that they 
are out to save money. This elevation of water travel will destroy 
an industry and destroy another arm of defense but will not save 
enough money to be visible. 

They are wasting money in procurment, in many other directions, 
and they are going to try to save about one-half of 1 percent of the 
budget in this « dir ection and turn to the public and say, “Look, we are 
economy minded.” 

I think that they are shortsighted. This decision is too brash to 
be at a low level. 

I want to know, and, of course, I cannot find out from you, Mr. 
Secretary, whether any of the high brass is going to ride these $65 
airtrips in the interest of economy. Idoubtit. I cannot see a general, 
an admiral, or any other four- or five-starred or eagled man having 
his family ride a $65 trip. I think it wasa high level decision for the 
we er echelon service personnel. 

I do not think that these hearings. are. going to do us any good. 
We are not going to restore water travel because they have alres addy 
decided. They are going to show the public that they are saving 
money. They are saving pennies and wasting dollars. I disagree 
with the interpretation of what has taken place here and my con- 
clusion is different. I think it is at top level. They have to do some- 
thing now and this is the thing they struck on. They are out to save 
money no matter how inconvenient and how untenable, and how ill- 
advised it is. 

We can all agree that these hearings are going to achieve nothing. 
All we are getting from the Department of Defense is its kindest 
regards. They are going right ahead with this deal. 

T would like to hear about sav ing money in procurement. I would 
like to hear answers to Senator Douglas’ inquiries or the answers to 
the inquiries on these billion and a half dollars’ worth of defective 
tanks. I would like to find out whether the generals and admirals 
are riding the $65 aircraft. I doubt it. 

I would say, Mr. Secretary, that I know your heart is in the right 
place. I served here with you and learned from you through the 
years, but it is not going to do us any good. These men have to 
cover up now and show something to the ‘public, and TI think this is 
the area in which they have decided to do it. It is shortsighted. It 
is going to cost the taxpayer more money. It may cost the lives of 
persons in the Defense Department, in using modes of transporta- 
tion which I do not believe will be 100 percent safe, because they are 
only interested in saving money. 

T have taken this opportunity to make this observation. I would 
welcome answers to some of these questions either in or out of this 
committee from the Department of Defense. 

That is all, Mr. Chairman. 

The CuatrmMan. Mr. Downing. 

Mr. Downtna. I have no questions, sir. 

The CHarrman. What will be the result on the passenger section 
of the American-flag vessels if the Department of Defense carries out 
and continues through with this policy they have adopted ? 

Mr. Auten. Well, it would obviously cut down the passenger rev- 
enues of a variety of steamship lines. 
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I think all of the passenger-carrying lines are subsidized, so that, 
in effect, a reduction of revenue would reduce the profit. and.» would 
reduce both the recapture and the income tax and, to that extent, would 
make the subsidy a greater burden. 

The loss of taxes, plus the greater subsidy, would be a greater bur- 
den on the Government. 

The Cuarrman. What effect will it have on the incentive of peo- 
ple who are in this private industry to continue and carry on and 
improve ¢ 

Mr. Auten. I think they will make a little less money. 

The Cuatrman. I mean what incentive will there be to stay in the 
business and improve their facilities ? 

Mr. ALLEN. With the exception of the strictly passenger ships that 
have been mentioned, the six or eight or more ships, I would think the 
other ships which make up the subsidized fleet would be relatively 
unaffected. 

The CHarrMAN. Of course, the point I am trying to arrive at Mr. 
Allen, is whether or not the Department of Defense would have to 
then supply its own transportation eventually in years to come if this 
continues. 

Mr. ALLEN. I doubt it. I think that the Defense Department on 
the higher level is pretty well convinced that the cheapest way to get 
ships is through the merchant marine operating differential su bsidy 
procedure and the construction subsidy procedure. 

The CHairMan. Of course, they have not demonstrated that at all. 

Mr. ALLEN. They have not demonstrated it as far as possibly some 
of us would have liked to see them but I think they have stretched 
alittle bit from their own point of view. 

The Cuairman. Of course, their own ships that they are operating 
now, it was Se here yesterday, are second-class ships. 

Mr. Auien. I do not admit that myself, Mr. Chairman, because I 
know that the Cleveland and the Wilson are sisters to the other eight 
that came off the ways in the Alameda yards so that they are pretty 
much equal. The Geiger and the two others, as you may remember, 
were the ships built for American President Line and which were t taken 
over at Camden. 

The CHairman. How many ships, then, do they have in the MSTS 
fleet that could compare with the standard modern ship that would be 
serviceable and usable in a period of national defense ¢ 

Mr. ALLEN, It is a little out of my field, but I would say that 10 or 

12 of the 16 would equal the ships that we are operating in the com- 
bin: ation passenger service and would equal the P-2 type. 

The Cuairman. So that Mr. McGuire is correct in citing only the 
three ships that are what we should have for national defense trans- 
portation in case of emergency ? 

Mr. Auten. I think the SS United States is in a class by itself in 
the world. 

The Cuarrman. And the two other ships / 

Mr. Auten. The /ndependence and Constitution are good ships 
although not as fast as the first. 

I think the America is pretty old but it still has a utility and a 
speed. 

The Zurline and the A/atsonia are fairly good ships with speeds up 
to, I think it is, 21 knots. 
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The Cuarrman. You might say we have only four ships that would 
be premium ships and all of our ships, then, would be a second-class 
fleet. in a period of emergency for national defense purposes. 

Mr. Auten. I think that is true with regard to the safety factor that 
comes from speed. 

The Cuarrman. So that, the Department of Defense, we agree, does 
not have much interest in how they will transport their own troops 
en masse or how they will bring back to the United States all these 
people that they have sent abroad as dependents. 

Mr. Auten. At least, they have seal ed their competing operations 
to give less money to that transport than would be required to upgrade 
the fleets. 

The CHatrman. The one example that was set was in Lebanon 
when the whole commercial air fleet withdrew and there had to bea 
ship diverted in there to take out certain people. 

Mr. Aten. That is true. 

The CHarrMan. That is the only instance we have had to point to as 
an example. 

Mr. Auxen. I think you can do better than that. That ship was 
attached to the 6th Fleet by radio orders which is an example of 
the availability of these ships, and it took people from destroyers and 
took them elsewhere, I believe. 

On another occasion, when there was trouble in Spain, I believe, 
American Export made a ship that was near Marseilles available and 
in a matter of 24 or 48 hours had the Americans out of Barcelona and 
over to Marseilles and was back on its regular run. 

There is the historic case of the Moore-McCormack freighter that 
took 14,000 or 15,000 Chinese somewhere. 

In may cases the ships have been available. 

Mr. Miiuer. Mr. Chairman. 

The Cuarrman. Mr. Miller. 

Mr. Miter. Mr. Chairman, when you are through, I have a 
question. 

The CHarrman. When there is a mass movement of ground troops 
in the national defense interest, commercial air would be dependable 
would it? Private operators would send their planes into a fighting 
zone ? 

Mr. ALLEN. Yes, they will. That was demonstrated in World War 
II. The airlift in the Pacific was in good part taken over from pri- 

vate operations. The Army Transport Service, I think they called it. 

The Cuarrman. What portion of the ground troops were sent by air 
in World War II? 

Mr. Auten. Not very many. 

The CuHatrrman. You would say about 1 percent, would you? 

Mr. Auten. I would think so, or less. 

The Cuatrman. If it got to 1 percent. 

Mr. Auten. It was not the world’s best transportation, as I remem- 
ber it. 

The Cuarrman. But they are turning in that direction with all their 
transportation. 

Mr. Auten. I think that the military people would say that there 
is no type of war of which they conceive in which ultimately they 
would not use surface transportation. 
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I think they realize the problem and have the same sort of opinion 
of the merchant marine that people in this room share, but I think 
they have other problems that, to them, relatively are more pressing. 

The CuairMaN. So that their interest in the American merchant 
marine is not great enough for them to give it just a little cut. When 
they reduced their budget 10 percent for tr: ansportation, they did not 
do it proportionately across the board. 

Mr. Auten. They did not do it that way. 

The Cuatrman. That demonstrates that they let this fish swim by 
itself and evidently some pressure must have been brought from some 
other area. 

Mr. Auten. I think that is true. I think the air transportation, 
as I view it, with the commercial carriers is taking pretty much the 
same course ‘that surface tr ansportation took after World War II with 
regard to the percentage of carriage that it is enjoying in international 
trade. 

Mr. Zetenko. Will the Chairman yield? 

The Cuarrman. Mr. Miller. 

Mr. Mitier. Mr. Allen, as I get it, you indicate that if this policy 
was to be continued it: would not encourage the American merchant 
marine to expand. 

Mr. Auien. It would lessen its ability to expand its passenger- 
carrying capacity. 

Mr. Mixer. If it lessens its ability to do that, it is going to lessen 
its ability to operate at a profit; is it not? 

Mr. ALLEN. Oh, yes. 

Mr. Miter. And it is not going to make it attractive. 

Mr. Auten. That is true. 

Mr. Mriiier. We had a great battle in this committee, looking at 
my good friend over here, sometime ago, about shipbuilding. What 
is it going to do to the shipbuilding interests? Will it encourage ship- 
building, which is at a low ebb now in the United States, or will it be 
another block in the way of getting our shipbuilding back into shape? 

Mr. ALLEN. It makes it that much harder to get money into ships, 
although I think that the Defense Department would like to see more 
ships built. 

Mr. Miter. There is no question that they want to see more ships 
built and they want more ships available, but they are not ready to 
help support that. They are adopting a policy where their dollars 
are going to be saved so that they can be credited to them and they 
can beat their chests and say, “How economically we operate,” but 
the American taxpayer is going to pay these dollars, and you have 
told us yourself that there “will be a loss of revenue and there will, 
therefore, be a loss of income tax, there will be a loss of the money 
that the Government can get out of the profits of these ships. Their 
profit would most likely drop below the 10-percent line and we would 
lose money there, so that the loss to the American taxpayer will be 
just as great, even greater, than if we abandon this new policy; will 
It not? 

Mr. Auten. I think so. I think the greatest Ew use of common 
carriers is ultimately the cheapest for defense, the N vation, and the 
shipping and traveling public. 
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Mr. Miter... Not only the cheapest but the most stable and reliable, 

Mr. Aten. That is true, and I think it gives the best base for 
mobilization purposes. 

Mr. Miter. It is the most reliable source that you have for mobili- 
zation, so that this is really a good application of pennypinching, or 
saving a penny to lose a dollar. 

Mr. Auten. It is a shorter run rather than a longrun view. 

Mr. ZELENKO. Will the gentleman yield ? 

Mr. Mier. Yes. 

Mr. ZreteENKO. Perhaps I have been approaching this with the 
wrong viewpoint. I am going to help the Defense Department save 
money on transportation. I come from the city of New York. We 
have a wonderful subway system. Yet the traffic is clogged up a 
great deal by the many hundreds of automobiles with flags with one 
star, two stars, Defense Department. None of the military big brass 
or small brass use the subways. They just ride around in Govern- 
ment automobiles, buy gas, clog up the traffic, and do not use the 
subway system for 15 cents. I would suggest to anybody here from 
the Department of Defense that they do not do that. They should 
start saving money immediately by using the subways. Perhaps with 
that saving and the saving on ships they will be able to present a pic- 
ture to the public of an economy-minded Defense Department. 

They do not even walk for 3 blocks, Mr. Chairman. I have seen 
them take a big Cadillac with two stars and ride 3 blocks from their 
offices to make these decisions in the lush and plush restaurants around 
50th Street and Fifth Avenue in New York. 

I think that is where these high-policy decisions were arrived at. 

Mr. Miter. I would not know. I do not know where 50th Street 
is. 

Mr. ZeLEN«KO. It is a fine street and if you wore a big brass uniform, 
I think you would find yourself in good company there. By the way, 
that is not in my district. 

The Cuatrman. Mr. Allen, we appreciate your coming up here. 

You have no further suggestions ? 

Mr. Auten. No. I think I have stated the policy that we have 
come to after a lot of investigation and study and boiled it down to 
a matter of five orsix lines. But it is all there. 

The Cuarrman. Thank you. 

Mr. Mituer. May I join you in paying my compliments to Mr. 
Allen. After all, we come from Alameda, Calif. 

Mr. Totterson. I must say that there are several good people who 
come from that area. 

The Cuatrrman. Admiral Ford. 


STATEMENT OF ADM. WALTER C. FORD, ACTING MARITIME AD- 


MINISTRATOR, MARITIME ADMINISTRATION, DEPARTMENT OF 
COMMERCE 


Admiral Forp. I have a prepared statement. Some of the points 

are repetitious of some of the evidence that was presented yesterday. 
I could run through it very briefly, if you would like, or just file it. 
The CuatrMan. The statement may be filed for the record. 
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(The statement follows :) 


STATEMENT BY WALTER C. Forp, ACTING MARITIME ADMINISTRATOR, BEFORE 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, House or REPRESENTA- 


TIVES, JUNE 29, 1960 


Mr. Chairman, I am happy to be here today at your invitation to testify on 
pehalf of the Maritime Administration on the oversea transportation of military 
personnel and their dependents as it affects the privately owned passenger carry- 
ing vessels of the U.S. steamship operators. 

It is a matter of utmost concern to the Maritime Administration in carrying 
out its statutory responsibilities to see that this segment of the industry is 
supported. 

At the present time we have in the privately owned and operated U.S.-flag 
fleet a total of 36 ships in various services with a total capacity passenger lift of 
13,801 passengers. 

Since the end of World War.II the operators of many of these ships have 
come to depend on the transportation of military personnel and their dependents 
for a part of their revenues. We are concerned here today with a loss of passen- 
gers, military and their dependents, due to decreased requirements by the Depart- 
ment of Defense for their transportation by commercial ships which are being 
diverted to airlift. At this time the vessels primarily affected by the airlift are 
those operating to Mediterranean, north Europe, and transpacific destinations. 
However, since the Department of Defense has permitted the accelerated use of 
MATS and nonscheduled chartered flights for such transportation, the impact 
on revenues to the surface vessels has been considerable. The continued decline 
of these passengers available to the ocean carriers will place them in a serious 
financial position which eventually might eesult in abandonment or curtailment 
of passenger-carrying units. 

The Maritime Administration is particularly concerned with the financial 
success Of passenger ship operations because without it service under the U.S. 
flag will not be possible. Passenger ships have been encountering severe compe- 
tition from airlines for commercial passengers and the loss of military per- 
sonnel will only serve to make their prospects of successful operation thinner. 
An operating subsidy does not assure a profitable operation and not all of the 
operators concerned are subsidized. It is adequate revenue and, therefore, pas- 
sengers that make the difference between profit and loss. 

It is stated by the Department of Defense that the allocation of military pas- 
sengers to merchant ships is a form of additional subsidy. It should be pointed 
out that the mere chartering of obsolescent aircraft is in itself a form of subsidy 
because the nonscheduled carriers have no obligation to establish reserves for 
replacement of their equipment as do the subsidized steamship operators. The 
cost of passage by sea includes a portion of the vessel replacement cost. 

In considering the cost of transportation by MSTS nucleus ships it should be 
remembered that MSTS establishes no reserve fund for replacement. The cost 
of constructing new MSTS transports will come from future national defense 
budgets. Furthermore, the costs do not include overhead, interest or investment, 
or depreciation of their vessels. There is no accurate comparison of transporta- 
tion costs between MSTS and the commercial carriers since MSTS does not 
take into account all items of expense which must be assumed by the private 
steamship operator. 

The ships we are talking about are not commercial carriers in wartime as they 
are all turned over to the Department of Defense for use as troop transports, in 
contrast with cargo ships which carry both commercial and military cargoes. 

From figures available on MSTS passenger traffic for the fiscal years 1958 
through 1960 we see the following indication of the decline in sealift: 
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It is unnecessary to restate before this committee the declarations of policy 
in the several Merchant Marine Acts in support of an adequate and well- 
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balanced merchant marine to serve the Nation in peacetime and in time of 
emergency or war. 

The Deputy Chief of Naval Operations (Logistics), Adm. Ralph E. Wilson, 
U.S. Navy, has frequently appeared before this committee as a spokesman fo, 
the Department of Defense. Under date of March 11, 1960, he replied to 
letter of Senator John Marshall Butler requesting a current appraisal of ocean 
shipping to support the defense of the United States. Admiral Wilson stateg 
specifically with respect to passenger transport: 

“The small initial numerical deficits in passenger transport capacity are cop. 
sidered manageable. It is strongly emphasized, however, that there are serious 
qualitative deficiencies, particularly as to speed, in the available transports,” 

Admiral Wilson further stated: 

“Seven new passenger ships have been built since World War II and three 
have been converted from Mariner class cargo ships. The seven new shipg 
are the 25-knot Constitution and Independence, the 33-knot United States, the 
20-knot Santa Paula and Santa Rosa, and the 21-knot Brasil and Argentina, 
The Mariner conversions are the 20-knot Mariposa, Monterey, and Atlantic. 
These ships have contributed significantly to our maritime prestige and to our 
defense readiness. 

“Additionally, the 19-knot President Cleveland and President Wilson were 
eonverted from troopships. These ships, however, are basically World War IT 
types. They form a part of the older, and major segment of our total trooplift 
capability, which is not fully suitable for possible future emergencies. The 
majority of our ships are old, deficient in speed, and lacking in other features 
that are important in minimizing the hazards of moving troops by sea. 

“There is an urgent need to improve the quality of our trooplift potential, 
For ships that will be employed in wartime to transport personnel through areas 
in which hostile modern submarines may be operating, it is necessary to set 
much higher standards of performance and safety than would be required for 
ships carrying dry cargo and fuel. 

“Speed is the best defense that merchant ships can employ against an enemy, 
The faster the target, the more difficult it is to hit with submarine torpedoes— 
or to pinpoint with missiles. Fast ships can be operated independently over 
more devious routes than is possible in convoy operations. This complicates 
the search and attack problems of enemy aircraft and submarines. Recent 
studies confirm that vulnerability to submarine attack is significantly and 
progressively reduced as speeds of 25 knots and greater are attained. 

“Troopships constructed in the future, and passenger ships suitable for con- 
version into troopships, should be capable of a sustained speed of 25 knots or 
greater. In no case should their maximum sustained speed be less than 20 
knots. 

“The Department of Defense has consistently urged that all new merchant- 
type shipbuilding incorporate the maximum speed that is economically prae- 
ticable. In this regard, it is important that our merchant ships be commer- 
cially successful. To be of immediate use to the Department of Defense in an 
emergency, they must be operating commercially at the time they are first 
needed.” 

The foregoing remarks are substantially similar to those made before this 
committee by Admiral Wilson on February 6, 1958, regarding the construction 
of two new superliners and it is suggested that the Senator Butler letter and 
the February 6, 1958, testimony by Admiral Wilson be made part of this record. 

In May 1959 the Maritime Administrator in a letter to the Secretary of 
Defense pointed out that the proposal by the Department to use airlift for the 
oversea transportation of military personnel and dependents would have serious 
implications from the standpoint of the U.S. passenger ship carriers and that 
the ultimate effects of such a policy on the U.S. merchant marine would be the 
difficulties encountered in attempting to affirm that new passenger ships are 
essential for national defense and mobilization. 

Since March of this year Maritime has consulted with the Director for Trans- 
portation Policy, Office of the Assistant Secretary of Defense (Supply and Log- 
istics) on the matter of evaluating the Department of Defense use of com- 
mercial passenger ships. The operators most interested were brought into the 
consultations to determine how much Department of Defense passenger busi- 
ness is required to continue, on a sound financial basis, the commercial trans- 
port capabilty now provided. I would like to read for the record a letter 
dated June 27, 1960 (appended), submitted on behalf of the conimercial passenger 
ship operators primarily concerned with the degree of support required. The 
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representatives of these companies are present and can amplify the contents 
of this letter if the chairman so desires. 

The committee is aware of House Report 1561, dated April 29, 1960, on the 
“Department of Defense Appropriation Bill, 1961” H.R. 11998, There appears on 

19 of that report the following remarks which are considered to be of 
rticular significance to this hearing: 

“The action recommended with respect to airlift is not intended in any way to 
minimize the seriousness of the problem of maintaining adequate sealift capa- 
pility. Testimony was heard indicating a reduction in commercial sealift utili- 
gation for passenger service below the low rate actually utilized in fiscal year 
1959. The maintenance of a strong merchant marine is an established national 
policy, and, in fact, major movements of military troops and hardware cannot be 
accomplished now or in the foreseeable future without, basic reliance on sealift 
capacity. The committee urges that the Secretary of Defense give serious at- 
tention to the problem and that he assure that U.S.-flag carriers are utilized to 
the fullest practicable extent.” 

Mr. Chairman, without support from the Department of Defense in the allo- 
cation of adequate military passengers and their dependents to commercial 
sealift the operators of our passenger carrying ships presently under the U.S. 
flag will have a difficult time to survive and a cloud will be cast over future 
replacements. The implications to defense planning for sea-transport require- 
ments are all too evident. 


AMERICAN. Export LINEs, 
June 27, 1960. 
Rear Adm. WALTER C. Forp, USN (Retired), 
Acting Maritime Administrator, 
Department of Commerce, 
Maritime Administration, 
Washington, D.C. 

DeaR ADMIRAL Forp: At the meeting held at your office on June 9, 1960, at- 
tended by representatives of the undersigned American-flag passenger carrying 
lines with Mr. Germane of the Department of Defense, it was agreed that 
supplemntal data would be furnished by the lines in response to questions raised 
by Mr. Germane. 

Specifically, Mr. Germane asked for an estimate of the number of passengers 
(and passenger revenues) needed by the lines to conduct their present paSsenger 
operations on a sound financial basis, 

The results attained by the lines in the calendar years 1958 and 1959, while 
not the most favorable from a net income standpoint in comparison with previous 
years, may be accepted as reflecting passenger operations on a reasonably sound 
financial basis. The average annual revenue derived by each of the lines from 
the military passenger movement for these years (except as noted) and the 
percentage of total passenger revenue represented by the revenue on the military 
movement is as follows: 








Average Percentage 
revenue per of total 
Company year from passenger 
military revenue 
passengers 
Cg Se a ee ae eee $3, 000, 000 ll 
Matson Navinntien Gol.) 3 UN SE eA 3, 200, 000 10 
American President Lines 2___.__._-- a ia din tein sens ch cei la es 0s wan ire ae 1, 500, 000 10 
American Export. Lines 3__...........----- stikgunsingticn watied ste eee 2, 500, 000 10 
I sy cc escorts ea sag hes tate crn gb nee a aia ae 10, 200,000 |......-.4--,sca 











1 Includes Oceanic Steamship Co. 

* Actual average annual revenue for 1958 and 1959 was $770,000. An additional $730,000 is included for the 
support of SS Leilani which the company is in process of acquiring. 

5 Actual average annual revenue for 1958 and 1959 was $1,800,000. An additional $700,000 is included for 
the support of SS Atlantic acquired by the company in February 1960 and now in operation. 


From the foregoing, it will be apparent that if the lines’ passenger opera- 
tions are to be maintained on a basis at least as favorable as for the years 
1958 and 1959, they must look to the Department of Defense to provide mini- 
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mum support to the extent of the revenue indicated. Even with this suppo 


net results would depend upon the ability of the lines to continue to attract no 


less than the same volume of commercial traffic, in the same proportions ag ty 
first, cabin, and tourist classes, as were carried in 1958 and 1959. In view of 
the accelerated foreign-flag competition now present or impending on certain of 
the routes, the task of the American-flag passenger lines to sustain past levels 
of commercial traffic becomes increasingly more difficult. In addition, constantly 
rising costs of operation mean that even with the same gross passenger revenye 
as in past years, the net results will be substantially less favorable. 

No attempt has béen made to present figures as to the estimated number of 
passengers required. Since passenger revenues are normally estimated op 
the basis of full fares, the number of infants at fractional fares and childrey 
under 12 years of age at half fare would obviously affect such a calculation. Ip 
the movement of military personnel and dependents, the proportion of infants 
and young children is unusually high. Therefore, it is considered more jp. 
formative to make this presentation in terms of revenue only. 

The number of military passengers required by each of the undersigned lines 
to produce the necessary revenues as indicated above, depends in each case upon 
the election of the Department of Defense as to the proportionate use of the 
first, cabin, and tourist classes available and the types of accommodations within 
these classes found acceptable by the military services. 

The military passenger traffic is of vital importance to the undersigned lines 
and it is felt that in relation to the total movement of military personnel and 
dependents, the consideration sought is entirely within reasonable limits. 

Sincerely yours, 


W. Lyte BUI, 
On behalf of American Export Lines, Inc., American President Lines, 
Matson Navigation Co., United States Lines Co. 

The CHarrman. Do you have any suggestion as to what, if any- 
thing, can be done here to help the situation ? 

Admiral Forp. Yes, sir. I think that the only thing that can be 
done is to get some sort of agreement to allocate a small percentage 
of the military traffic to the passenger ship lift. 

The CHarrman. Has there been any effort on the part of the Mari- 
time Administration to confer with those in the Department of De- 
fense who have the allocation of this travel under their supervision? 

Admiral Forv. We were in the process of negotiating with the De- 
partment of Defense on this particular subject. 

The Crarrman. You were in negotiation and they pulled a rug 
and announced the policy ? 

Admiral Forp. When the decision was made. We have not been ad- 
vised as yet of this decision to pull out all of the passengers. 

Mr. Mitter. It has been in the newspapers. 

Admiral Forp. There are a number of points in my statement that 
I would just like to emphasize. 

Mr. Mirurr. Mr. Chairman, before the Admiral starts, has this not 
been published in the newspapers? Is it not the story carried in the 
newspaper today, and you have not been officially notified ? 

Admiral Forp. No, sir. 

Mr. Mriiuer. I want the record to show that very positively, Mr. 
Chairman. I think it is quite important. 

Admiral Forp. We first got in touch with the Department of De- 
fense on this particular subject in May of 1959 when we wrote a letter 
to the Secretary of Defense and pointed out that the proposal by the 
Department to use airlift for oversea transportation of military per- 
sonnel and dependents would have serious implications from the 
standpoint of the U.S. passenger ship carriers and that the ultimate 
effect of such a policy on the U.S. merchant marine would be the diffi- 
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culties encountered in attempting to affirm that new passenger ships 
are essential for national defense and mobilization, and we have been 
consulting with them since that time on this particular subject. 

We have had conferences with the operators in attendance. The 
last conference was about 2 weeks ago and I asked the operators to 
come in with their minimum financial requirements for passenger car- 
riage to see them through. They havedone this. 

In the meantime, they have been notified since that conference that. 
in September the allocation of all passengers to the sealift would 
cease. 

The CHatrrman. While you were carrying on the negotiations, they 
did not wait for you to present your case at all. They just went 
ahead and took the action? * 

Admiral Forp. Well, that happened and this hearing occurred more 
or less simultaneously. 

Mr. Mitier. Mr. Chairman, I would like to suggest. at. this time 
that the clerk be instructed to obtain copies of these newspaper stories 
that appeared today from at least two newspapers and insert them in 
the record at this point. 

The Cuatrman. All right, sir. 

(The clipping follows :) 


[From the Washington Post, June 30, 1960] 
UnItTep States To ENp Troop TRAVEL BY VESSEL 


The Defense Department disclosed yesterday a decision to stop transporting 
military personnel by commercial vessels after September 1. 

A spokesman for steamship companies attacked the plan as a threat to ade- 
quate sea transport in time of emergency and as a defiance of Congress. Simul- 
taneously, the Commerce Department raised a cautionary hand. 

Perkins McGuire, Assistant Secretary of Defense for Supply and Logistics, 
told a House Merchant Marine Subcommittee the decision was reached “in the 
interest of efficiency and economy.” 

McGuire said the military services face a cut in transportation funds and 
have found travel by air cheaper than by sea. He said in a statement the cost 
of shipping personnel to Hawaii averages about $300 a passenger by ship and 
$65 by plane. 

McGuire said the Pentagon wants to maintain a strong American passenger 
fleet and that emergency sealift plans provide for use of commercial ships as 
well as the Military Sea Transportation Service. He added that the Defense 
Department is now seeking a solution with the Maritime Administration. 

While “entirely sympathetic with the problems of U.S.-flag passenger ship- 
ping,’ McGuire said, “the Pentagon’s major responsibility is to operate the Mili- 
tary Establishment as efficiently and economically as possible.” 


The Cuarrman. Then they are not paying any attention at all to 
your Maritime Administration ? 

Admiral Forp. It would seem that way. 

The Cuarrman. So you are sort of helpless here; is that right ? 

Admiral Forp. Yes, sir. 

The Cuatrman. We might sit here and talk and argue. I do not 
blame people to travel as well as they can, but the whole thing boils 
down to the fact that the armed services and Defense Department 
want this mode of sea transportation but they do not want to help 
itat all. That is just what it boils down to, is it not? 

Admiral Forp. I would like to make one other point that I have in 
my statement. 
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It was stated yesterday that the allocation of military passengers 
to merchant ships was the form of an additional subsidy. It should 
be pointed out that the mere chartering of obsolete aircraft in itself 
is the form of a subsidy because the nonscheduled carriers have no 
obligation to establish reserves for replacement of their equipment 
as do the subsidized operators. 

The cost of passage by sea includes a portion of the vessel replace. 
ment cost and in this regard I think that you can compare the non- 
scheduled operation to a tramp operation. The tramp operation is 
the obsolete Liberty ships which have no defense potential, and [ 
doubt seriously that the aircraft being used for this particular lift 
have much rpbilization potential. 

Mr. Totterson. Mr. Chairman. 

The Cuarrman, Mr. Tollefson. 

Mr. Totierson. I do not gather that the Maritime Administration 
has thrown up its hands and is not planning to approach the Depart- 
ment of Defense again. Putting the question another way, Are you 
going to contact the Department of Defense again with respect to 
this matter ? 

Admiral Forp. We hopeto. Yes, sir. 

The Cuarrman. May I ask, Admiral, at what level? We just had 
the Under Secretary here. You are a little further down the ladder, 
Are you going up higher to the Secretary of Commerce and ask him 
- see the Secretary of Defense and see if we can work out something 
1ere ¢ 

Admiral Forp. We have been working with Mr. McGuire’s Assist- 
ant for Transportation, who is Mr. Germaine. 

The Cuatrman, In other words, they have just thumbed their nose 
at you. You are going to have to get somebody higher up, closer to 
the Secretary of Defense, to get action. 

Admiral Forp. Yes, sir. 

Pasig Cuairman. Is the Secretary of Commerce going to make the 
effort ? 

Admiral Forp. I cannot answer that, sir, because this is a new 
problem that we have been confronted with. 

The CuHarrman. I say that that is the only way you could get a 
little lift on this matter, is it not? 

Admiral Forp. I would think that that would be the next ap- 
proach, sir. 

The CuatrmMan. I think we are wasting time here. We have 
brought out the fact that it is necessary. There is no doubt about 
that. We have brought out the fact of what is being done and what 
has already been ordered. 

Mr. Totterson. Would the chairman yield ? 

The CHarrman. Yes. 

Mr. Totterson. During the years that I have been on this commit- 
tee, the Navy Department has been a strong supporter of the mer- 
chant marine. Would it be out of line for you or the Secretary of 
Commerce to enlist the support of the Secretary of the Navy, who 
might have a little different point of view than the Secretary of the 
Army or the Secretary of the Air Force? 

Admiral Forp. I do know that in the past, and when this problem 
first came up, that we consulted with the Department of the Navy 
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and in particular with Admiral Wilson, who, until today, has been 
the Deputy CNO for Logistics, and he is very much interested in 
this problem. 3 , 

As you know, he becomes Maritime Administrator tomorrow, and 
Tam sure he will follow this up. 

The CuatrMaNn. He got a nice kettle of fish to jump into. 

Admiral Forp. Yes, sir. He has to jump from one side to the 


other very fast. 

The CiArmrMAN. Has he expressed himself in conference with his 
staff down there as to what he proposes to do about this question ? 
Has he expressed himself to the Secretary of Commerce regarding 
this matter and what should be done? 

Admiral Forp. Not to my knowledge, sir. 

The CuarrMANn. Not to you or to any of the Maritime staff. 

Mr. Miuturr. Mr. Chairman, I would like to say for the benefit of 
Mr. Tollefson that I do not question at all but that the Secretary 
of the Navy, and right down the line in the Navy Department, would 
be behind this 100 percent. 

I think the man you have to soften up in the Department of De- 
fense is the Assistant Secretary of Defense, the Comptroller, who 
controls money, because he tells them all what to do. There is no 
criticism of the Navy in my mind at all. 

The Cuamman. Without objection, we will place in the record the 
statements of J. Monroe Sullivan, vice president of Pacific American 
Steamship Association, and William F. Meeske, vice president, Pas- 
senger Division, Matson Navigation Co. 

(The statements follow :) 


STATEMENT OF WILLIAM F’.. MEESKE, VICE PRESIDENT PASSENGER DIVISION, MATSON 
NAVIGATION Co., SAN FRANCISCO, CALIF., JUNE 29, 1960 


My name is William F. Meeske. I am vice president, Passenger Division, 
of Matson Navigation Co., with headquarters in San Francisco. I sincerely 
appreciate the opportunity to file this statement with the Merchant Marine and 
Fisheries Committee and request that it be included in he record. 

The recent drastic reductions made by MSTS in space requirements on Matson 
Lines’ August sailings, between the Pacific coast and Hawaii, represent a 
reduction in our revenues of well over $200,000 for that month alone. Further, 
there is every indication that MSTS use of Matson during the fiscal year 1961 
will be greatly reduced over previous years, This alarming situation can have 
the most serious effects on Matson’s passenger service to Hawaii. 

This great decrease in the volume of MSTS traffic and further favoring of 
air transportation is inconsistent with the Government’s stated policy of 
maintaining adequate sealift capacity and a strong merchant marine. The 
Lurline and Matsonia are the only passenger vessels operating in the domestic 
trades, without the help of subsidy. There is no contractual requirement 
to maintain these large, fast liners in service or to provide for their replace- 
ment. They have a continuing and urgent need for MSTS traffic to achieve even 
a ea reasonable profit level, without which they cannot long be kept in 
service. 

The record of recent years will illustrate this need. In 1957, these two ves- 
sels lost over $1 million. In 1958, commercial revenues of $16,338,000 plus 
MSTS revenues of $1,980,000 provided a loss of almost $14 million. Com- 
mercial revenues for 1959 were increased to $18,911,000, to which were added 
$2,709,000 MSTS revenues, which returned a profit of $1,342,000 before taxes, 
the first profit achieved from this operation in several years, but in effect only 
one-third of what could be considered a minimum reasonable return on our very 
substantial investment in these two ships. Our best estimate of commercial 
revenues for 1960 is $20,277,000. Originally we had anticipated MSTS revenues 
of $3 million, which if achieved, would have provided a profit before taxes of 
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$3 million, or about one-half that required for a minimum reasonable return; 
however,’ the reduction made in MSTS traffic for this year will drastically 
reduce this figure. It is anticipated that in 1961 we will improve our revenues 
from commercial traffic by about $1 million, but, with ever-increasing operating 
costs, despite the most stringent controls, and virtual elimination of MSTs§ 
traffic, we will be fortunate to break even. 

It is Matson’s urgent desire and need to retain MSTS traffic. Recognizing 
that travel, funds for fiscal 1961 have been reduced we have offered to rene. 
gotiate our contract for the balance of 1960 and calendar year 1961 on the 
basis of. lower per capita fares in exchange for continued support by the sery- 
ices at the same or higher levels of traffic and revenues which were earlier 
indicated for calendar 1960. To reach even a minimum profit level, we require 
$3 million per year of MSTS revenue. Currently, negotiations are being carried 
on, but with little apparent chance of success. 

These two ships, the only two large, fast passenger liners left operating in the 
unsubsidized domestic trade are immediately available in national emergency, 
as was demonstrated at the start of World War II when they were placed in 
transport service within a few days following the commencement of hostilities, 

Matson submits that these further current transfers favoring air transporta- 
tion, from what was already a pitifully small proportion going by sea, are in- 
consistent with the need to maintain a strong merchant marine readily avail- 
able in the event of national emergency. This policy has been stated many 
times by the Department of Defense, the executive branch of the Government 
and by the Congress. 


STATEMENT OF Paciric AMERICAN STEAMSHIP ASSOCIATION ON SEALIFT VERSUS 
AIRLIFT, HEARINGS BEFORE THE HOUSE MERCHANT MARINE AND FISHERIES 
COMMITTEE, JUNE 29, 1960 


My name is J. Monroe Sullivan. I am vice president of Pacific American 
Steamship Association which represents a large majority of the American-flag 
dry cargo and passenger carriers serving our domestic and foreign commerce 
from the Pacific coast. Our member companies are vitally interested in the 
subject matter of these hearings and are gravely concerned by the contrast 
between policy statements issued by the Department of Defense on the one 
hand and the implementation of contrary practices on the other hand where 
our privately owned American merchant marine is concerned. 

Testimony has already been presented to the committee concerning the deci- 
sion announced on Monday, June 27, wherein the Department of Defense said 
that effective September 1, 1960, no more military personnel ar dependents will 
be transported by commercial passenger steamships. The stated reason for 
this arbitrary decision is that the travel budget will be less for fiscal 1961 
than it was for fiscal 1960 and that it is “cheaper” to send these passengers by 
other forms of transportation both Government owned and privately owned. 
According to testimony before this committee, the effect this decision would 
have on commercial steamship companies was not considered by DOD. 

Completely ignored by the Department of Defense is the policy statement 
by the Congress as contained in the Merchant Marine Act of 1936. Also ig- 
nored were the numerous policy statements which have been made before con- 
gressional committees by high officials of the Defense Department. In fact, 
the Defense Department has arbitrarily acted in defiance of the Congress. We 
subsidize part of our merchant marine because of its defense value. Why 
not utilize this investment in order to keep the industry strong and get the 
most return from the taxpayer’s dollar. Last fall, when a group of represent- 
atives of the steamship industry went to the Pentagon to discuss a press release 
which had been issued by the Department of Defense stating that the various 
services would be required to contribute sufficient funds from their budget to 
insure the operation of 16 passenger troopships operated as part of the nucleus 
fleet by MSTS, we were told that failure to mention the American merchant 
marine as an integral part of our national preparedness in the release was 
an error on the part of the Department of Defense. We were assured that the 
policy of the Department was to continue to recognize the importance of this 
industry. Now it is obvious that this assurance was not well founded. 

Our merchant marine is part of our economy; it is part of our national pre- 
paredness, and it is an instrument of our international policy. As part of 
our economy, it is available to our Government agencies, and certainly our 
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industry is justified in considering these Government agencies as customers. 
As part of our national defense, the merchant marine‘is immediately available 
and is required to perform when called upon. As an instrument of international 
policy, it guarantees to our Government that programs will be carried out 
where and when desired and no one can deny that international prestige was 
gained when the SS United States recaptured the Atlantic Blue Ribbon. In 
today’s world, this type of recognition of leadership is as important as hydrogen 
pombs. Yet our Department of Defense has chosen to ignore the passenger-carry- 
ing segment of this industry without giving consideration to the long-term aspects 
of their decision. Our tax money is made available to DOD so that they can 
earry out their mission. Their thinking, planning, and programing must’ take 
into consideration the long-range facets of the problem they have been assigned. 
Cost must be considered over the long run rather than the short run, and if 
a dollar spent today will help to insure available resources in the future it is 
much more important to our Nation's well-being to spend it this way than to 
spend 90 cents, which is gone forever. A dollar spent which will go toward 
keeping an industry healthy, modern, and progressive is. an, integral part of 
long-range planning, in contrast to money spent just because) it is “cheaper” 
to do something today which has no recurring value to our Nation, 

The record of World War II is replete with statements by top military men 
to the effect that having had some merchant ships available early in the war 
helped shorten the war. Yet, during World War II, the United States spent 
in excess of $17 billion building shipyards and ships. We launched an ocean- 
going vessel every 6 hours for a period of 4 years. The interest on this debt 
costs us in excess of $700 million per year today. This crash program was nec- 
essary because we had an-inadequate merchant marine in the late 1930’s. We 
should have learned a lesson from this so that we would never again be caught 
short, yet if our Government agencies refuse to recognize the American merchant 
marine as part of this Nation’s resources we may again need a crash program. 
Our only hope then would be that we have time to develop such a crash program. 
This new DOD policy pushes us in reverse and, if continued, could cause need 
for another expensive crash program. 

Government competition with private enterprise should be held to a bare min- 
inum and Government should only be permitted to operate in areas where private 
enterprise cannot. For example, the carrying of troops is a Government fune 
tion. The transportation of individual or small groups of personnel and trans- 
portation of dependents is an area where private enterprise is best fitted. The 
only way this Nation can remain strong is to keep every segment of our normal 
life healthy, and this cannot be accomplished if Government agencies refuse to 
use these segments vital to our Nation. 

Figures have been presented to this committee showing that approximately 
10 percent of the revenues of passenger-carrying lines is obtained from the trans- 
portation of military personnel and dependents. This revenue is necessary to 
economic strength of these companies; it is vital to their replacement programs, 
for, without it, if may not be economically feasible to replace existing passenger 
ships. I am sure Great Britain would be happy to charter her passenger ships 
to the United States in the case of another war, providing Great Britain did not 
need the ships herself and providing very favorable terms were available. Such 
favorable terms would automatically be available when one party to such an 
agreement is not in a position of strength during negotiations. The United 
States spent more on chartering the two Queens from Great Britain than we 
would have spent had we built our own ships to perform this troop lift function. 
Yet DOD practices threaten to again place this Nation in this untenable position. 

Answers to the following questions seem pertinent. 

1. Why does DOD ‘eliminate all commercial passenger sealift instead of 
merely cutting the sealift by the percentage cut in their budget? 

2. Why does DOD feel it necessary to transport X number of people overseas 
if they have had a budget cut; why not curtail some of these movements? 

3. How can DOD completely defy congressional policy? Is DOD bigger than 
our Government? 

4. What form of logic permits DOD to make a policy statement on the one 
hand and completely do the contrary? 

The true answers to these and other questions should help your committee in 
arriving at a decision on how best to curtail these arbitrary actions by the 
Department of Defense. 
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We strongly urge your committee to sponsor a joint congressional resolution 
to make it clear that DOD is to follow and obey our national merchant marine 
policy. 

Thank you. 


The Cuarrman. I regret very much that we will have to recess these 
hearings until some further time. 

(Whereupon, at 11 a.m., the subcommittee adjourned, subject to the 
call of the Chair.) 

(The following was submitted for the record :) 


LABOR-MANAGEMENT MARITIME COMMITTEE, 
Washington, D.C., June 29, 1960, 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Merchant Marine, 
Merchant Marine and Fisheries Committee, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN BONNER: The Labor-Management Maritime Committee 
wishes to go on record as supporting the continuation of private surface trans. 
portation of military personnel and dependents overseas on which hearings are 
scheduled before your committee on June 29, 1960. 

The transportation of military personnel and dependents overseas represents 
a substantial passenger traffic, a necessary portion of which has been available 
to private commercial carriers. In fiscal year 1959, 1,397,308 such persons 
or dependents were transported overseas; and in fiscal year 1960, the figure will 
approximate 1,400,000. In fiscal 1959, a relatively small portion of these pas- 
sengers—2.5 percent—was carried in private U.S.-flag ships. It now seems 
clear that private shipping will be excluded entirely from participation in the 
future. 

In the appropriation bills before the Congress for the next fiscal year, some 
$80 million are proposed for earmarking for commercial air transport, and nothing 
for private ocean shipping. In addition, we are advised that the MSTS plans 
to discontinue all private surface transportation of military personnel and 
dependents by, or prior to, the end of the 1960 calendar year. If this is s0, 
what has traditionally been considered as our fourth arm of defense and one 
of the first called upon in case of war or national emergency, is being con- 
pletely neglected in this area in times of peace. 

To our passenger lines, the transportation loss of military personnel and de- 
pendents would represent an average of 10 percent of their total passenger traffic. 
This traffic is needed to maintain our passenger fleet in a state of economic 
well-being and readiness for further service to the Nation. 

Of the 1,400,000 military personnel and dependents to be carried, the steam- 
ship industry has asked that at least the historical seaborne traffic pattern 
for private commercial ships be maintained ; namely, a sealift of at least 35,000 
such passengers. This is specifically being denied. 

The seagoing labor union group and steamship lines comprising the Labor- 
Management Maritime Committee support any appropriate measures to sustain 
our historical pattern in this transportation area. We believe the committee 
should examine the use of some 16 ships in service and operated directly by 
the MSTS. 

If short-range cost, rather than long-range, transportation potential is the over- 
riding or paramount criterion of those proposing preponderant airlift carriage, 
then the justification for continued MSTS transportation would seem to be on 
very questionable ground. If defense is the criterion for continued MSTS trans- 
portation of military personnel and dependents, then exclusion of the American 
merchant marine would be quite unjustifiable as the Department of Defense has 
consistently included this segment of transportation as an integral part of our 
war and defense potential. These matters should be thoroughly analyzed. 

There would appear to be no justification for an MSTS merchant fleet of dis- 
porportionate size, when our private shipping fleet is being eliminated from the 
transportation of these military passengers. 

We desire to compliment the committee and its chairman for deciding to hold 
hearings on this very important matter in order to more clearly place further 
important facts before the Congress. 

Respectfully, 


Bart W. CLARE, 
Hoyt §S. Happook, 
Codirectors. 
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STATEMENT OF Hon. Hersert ©. BonNeR, CHATRMAN, House COMMITTEE ON 
MERCHANT MARINE AND FISHERIES, BEFoRE House SUBCOMMITTEE ON DEFENSE 
APPROPRIATIONS, APRIL 5, 1960 


Mr. Chairman and members of the subcommittee, I appreciate the privilege 
of appearing here today on a matter, that is, to me, and the committee which I 
serve, of very great importance. 

I will, be brief, because I believe my subject is simple ard clear to understand. 

And, of course, I realize the broad and complex problems you are confronted 
with in the overall defense budget under your consideration. 

Historically, the concept of modern seapower has been based on a strong 
merchant marine for which in time of peace the sealanes would be protected by 
military deterrent. In time of war, or other great national emergency, the mer- 
chant marine would be immediately available for services of supply in support 
of movement of goods and personnel and other essential auxiliary activities. 

I won’t go into detail. But it is these fundamental principles that underlie 
the well-established policies laid down by Congress to assure an adequate mer- 
chant marine under our flag. 

These policies are reflected in the testimony, heard repeatedly by the Com- 
mittee on Merchant Marine and Fisheries, that, whether future military emer- 
gencies be limited or general, there will continue to be an overwhelming need 
for modern ships “‘in being” ; for large-scale evacuation of citizens from overseas— 
for large-scale supply of troops and cargoes in military operations—and even 
for basic communications following an all-out nuclear attack. 

The peacetime existence of a healthy, privately owned and operated American 
merchant marine is the most effective and cheapest way to be assured of services 
which only ships can supply when the need arises. 

In my opinion there is nothing inconsistent between a strong and well-balanced 
civil aviation and a strong and well-balanced merchant marine in their relation- 
ship to the national security. They should complement each other, 

Nevertheless, recent events have shown that there are some who would risk 
the weakening of our seaborne capability in an effort to strengthen the airborne. 
I have asked to be heard today to urge that these vital things be kept in balance. 
I believe only Congress can maintain the balance. 

Let me explain. 

In fiscal 1959 the total lift of military personnel and dependents overseas was 
almost 1.4 million people, carried as follows: 





Fiseal yéar 1959+! ‘ Passengers | Percentages 
Nitin eres ciaiaiieieate ida dates eeatietl Mec amaiee ae 541, 887 38, 8 
BET cnecacacast<ccsscuon inn wuicde bs Soak ie einen eatin san'ag ak Gratin ee ok ots Puente at 471, 717 33. 8 
Commercial air........----- ss nioncalenehn cape seapiliasta ai sbeeibarabat catenin 348, 043 24:9 
N62 nna dnindankuds adaaadcdaan ad deeb a omen aaa eee 35, 661 2.5 


Although U.S. commercial sea carryings of Defense Department passengers 
have been extremely limited (2.5 percent) they provide important peacetime 
support for our passenger ships which are standby military troopships imme- 
diately available in emergencies. 

The Secretary of Defense in a letter to the chairman of the Senate Appropria- 
tions Committee on March 2, 1959, said : 

“Advances in technology have served to emphasize the need for more high- 
speed passenger ships adaptable to immediate employment as troopships. This 
deduction is vaild for concepts of both general war and limited peripheral war 
in Which we can foresee the possible need to transport many troops that could 
not be airlifted.” 

He then went on to say: 

“To the degree commensurate with military operational readiness, it is pref- 
erable that defense requirements for sealift capability be satisfied by ships which 
are privately owned. Such ships can be employed in peacetime in profitable com- 
mercial trade and at all times be immediately available for defense. This avail- 
ability will influence the degree of construction and operation of Government- 
owned transports by the Military Sea Transportation Service. This is sound 
logic—and far less costly to the Government in the long run.” 

As recently as February 9, 1960, Perkins McGuire, Assistant Secretary of 
Defense, wrote the Maritime Administrator as follows: 
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“To the maximum degree possible, consonant with military operational re 
ness, it is to be preferred that defense requirements for transport Maree 
satisfied by ships that are privately owned.” 

In spite of these firm convictions, the Department of Defense commenced on. 
January 1, 1960, to execute a plan to shift sealift of personnel to air but y 
dated the "Army to continue to support the operation by MSTS of its nucle 
fleet of 17 troopships. 3 

As a result of this action, contracts negotiated by the steamship companies 
for the first 6 months of 1960 reveal a drastic reduction from the level of partie 
ipation shown above for fiscal 1959. In that year the steamship lines negotig 
contracts for approximately 35,000 passengers whereas for the first 6 months ¢ 
calendar year 1960 the lines will carry only about 8,000 or 9;000 passeng 
Furthermore, the steamship companies have no contracts whatsoever for 
last 6 months of this calendar year and no assurance from the Department of 
Defense as to further participation in this traffic, if any. 

Last year the Congress found that the only way to secure an adequate actin 
civil or commercial air reserve was to earmark a certain portion of appropriated 
funds for the transportation of military personnel and dependents by commercia] J 
airlift. The amount, I believe, was $85 million. ‘ 

Unfortunately, it appears that one result of that very sound action has been J} 
to divert traffic away from the ocean carriers. | 

Therefore, I appear here today to express the hope that you will add similar” 
language to your appropriation bill this year which will make at least a mink @ 
mum requirement for the commercial ocean transportation of oversea passen- 
gers. Such action would be in support of our national maritime policy and it 
would be in accord with the announced goals of the Department of Defense, 
Such assurance of nominal support to our commercial passenger carriers would 
the same time assure their availability in emergency. It will, in my opinion) 
result in substantial longrun savings to the Government. a 

I am told that earmarking of the realtively modest sum of $11 million for e 
next fiscal year would meet current requirements. Attached to the copies of m y 
statement is a draft of language intended to accomplish this purpose. 

I respectfully urge your favorable consideration of this suggestion. 


Drarr AMENDMENT TO DEPARTMENT OF DEFENSE APPROPRIATION FOR FISCAL YE 
ENDING JUNE 30, 1961 


(No number until reported by committee) 
TITLE » GENERAL PROVISIONS 


Sec. ——. Of the funds made available by this Act, $11,000,000 shall be a 
able only for the procurement of commercial passenger sea transportation se 
on American-flag vessels. 


x 








